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AMENDMENT TO THE FEDERAL PROPERTY AND 
ADMINISTRATIVE SERVICES ACT OF 1949 


(Payments in Lieu of Taxes—Property Transferred by Re- 


construction Finance Corporation to Other Government 
Departments) 


WEDNESDAY, JULY 13, 1955 


House or REPRESENTATIVES, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 


The Committee on Government Operations met at 10 a. m. in room 
1334, New House Office Building, Hon. William L. Dawson, chairman, 
presiding. 

Present : Messrs. Dawson, Holifield, Holtzman, Mollohan, Fountain, 
Moss, Fascell, Griffiths, Hoftm: an, Gehiman. Harden, "Brow nson, 
Meader, Brown, Reece, Younger, Knox, Krueger, and Jonas. 

Also present: Christine Ray Davis, staff director; Orville Poland, 
general counsel; William Pincus, associate general counsel; Annabel 
Zue, minority staff; and Helen M. Boyer, minority staff. 

The CHarrman. The committee will come to order. 

Under the rules of the House of Representatives, the Committee 
on Government Operations is assigned the responsibility for studying 
intergovernmental relations under our Federal system. This morn- 
ing the committee will hear testimony on five bills dealing with the 
question of payments in lieu of taxes by the Federal Gover nment, and 
we have before us bills H. R. 1781, H. R. 6182, H. R. 7184, H. R. 7191, 
and H. R. 7291 


(Copies of the bills referred to follow :) 


{H. R. 1781, 84th Cong., Ist sess.] 


A BILL To amend the Federal Property and Administrative Services Act of 1949 to pro- 
vide for payment of taxes or payments in lieu of taxes with respect to real property 
transferred from Government corporations to other agencies of the Federal Government 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the table of contents contained in the 
first section of the Federal Property and Administrative Services Act of 1949 is 
amended by inserting immediately below 


“See. 605. Effective date.” 
the following new matter: 
“TITLE VII—TAXATION BY LOCAL TAXING AUTHORITIES 


“Sec. 701. Declaration of policy. 

“Sec. 702. Definitions. 

“See. 703. Taxation of property of Government corporations. 

“Sec. 704. Taxation of property transferred from Government corporations. 
“See. 705. General provisions. 

“See. 706. Effective date and expiration of this title.” 
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Sec. 2. Such Act is further amended by adding at the end thereof the follow- 
ing new title: 


“TITLE VII—TAXATION BY LOCAL TAXING AUTHORITIES 
“DECLARATION OF POLICY 


“Sec. 701. The Congress recognizes that the transfer of real property having 
a taxable status from a Government corporation to another Government agency 
often operates to remove such property from the tax rolls of local taxing 
authorities, thereby creating an undue and unexpected burden upon such 
local taxing authorities and causing disruption of their operations. It is the 
purpose of this title to furnish temporary measures of relief for such local 
taxing authorities by providing that when property having a taxable status 
is so transferred by a Government corporation, for the duration of this title 
such property shall be subject to taxation by local taxing authorities while it 
is leased for commercial purposes, and in certain other cases, payments in lieu 
of taxes shall be made with respect to such property, regardless of subsequent 
transfers of such property among agencies of the Federal Government. 


“DEFINITIONS 


“Sec. 702, As used in this title— 

“(a) the term ‘State’ means the several States, Alaska, Hawaii, and the 
District of Columbia ; 

“(b) the term ‘real property’ means land, and includes those improve- 
ments on land and interests in land which, for the purposes of taxation, are 
characterized as real property by the State in which the land is located; 

“(c) the term ‘local taxing authority’ means a State, county, municipality, 
or other subdivision of a State, county, or municipality, which subdivision 
has authority to levy and collect taxes upon real property ; 

“(d) the terms ‘tax’ and ‘taxation’ include special assessments ; 

“(e) the term ‘Government corporation’ means the Central Bank for 
Cooperatives and Regional Banks for Cooperatives; Commodity Credit 
Corporation; Federal Farm Mortgage Corporation; Federal home loan 
banks; Federal land banks; Federal National Mortgage Association: Fed- 
eral Savings and Loan Insurance Corporation; Production Credit Corpo- 
ration; and the Reconstruction Finance Corporation; and such term in- 
cludes any corporation (1) which is incorporated after the effective date 
of this title by or under an Act of Congress, and (2) which is owned or 
controlled by the Federal Government ; and 

“(f) the term ‘Federal Government’ includes any Government corporation. 


“TAXATION OF PROPERTY OF GOVERN MENT CORPORATIONS 


“Sec. 703. When a Government corporation is incorporated after the effective 
date of this title, unless specifically provided otherwise, all real property owned 
by such Government corporation shall be subject to taxation by local taxing 
authorities to the same extent according to is value as other real property. 


“TAXATION OF PROPERTY TRANSFERRED FROM GOVERN MENT CORPORATIONS 


“Sec. 704. (a) When real property which is taxable by local taxing authorities 
is transferred from a Government corporation to any department, agency, or 
other instrumentality of the Federal Government, during all periods in which 
the real property is leased for commercial purposes, such real property shall 
remain subject to taxation by local taxing authorities to the same extent accord- 
ing to its value as other real property is taxed, notwithstanding such transfer or 
any subsequent transfer of such property to a department, agency, or other 
instrumentality of the Federal Government. 

“(b) In the case of real property which is taxable by local taxing authorities 
and which is transferred from a Government corporation to any department, 
agency, or other instrumentality of the Federal Government, so long as the 
Federal ownership of such real property continues, the Federal Government 
shall make payments in lieu of taxes with respect to such real property for all 
periods during which such real property is not subject to taxation under sub- 
section (a). The payments in lieu of taxes shall equal the amounts which 
would be payable as real property taxes if the real property were privately 
owned, less appropriate deductions (1) for benefits to local taxing’ authorities 
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arising out of the operations of the Federal Government with respect to such 
real property (including payments of a portion of the revenue derived from 
the use or products of such real property), and (2) for the cost to the Federal 
Government of furnishing services with respect to such real property which 
are normally furnished by local taxing authorities. 

“(c) This section shall take effect as of June 22, 1948, except that no taxes 
shall be paid, or payments in lieu of taxes made, for any period prior to the 
effective date of this title. 

“GENERAL PROVISIONS 


“Sec. 705. (a) The Federal Government shall not be subject to penalties or 
penalty interest nor shall its property (including rights of action) be subject to 
any lien, foreclosure, garnishment, or other proceedings because of its nonpay- 
ment or failure to make timely payment of taxes on real property; nor shall any 
subsequent purchaser be liable for such penalties or penalty interest. 

“(b) No payments in lieu of taxes shall be made under this title with respect 
to any real property of the following types : 

“(1) Real property which is taxable by local taxing authorities under other 
provisions of law, or with respect to which payments in lieu of taxes are payable 
under other provisions of law. 

(2) Real property used or held primarily for purposes for which property un- 
der private ownership would be exempt from taxation under the constitution or 
laws of the State where the property is located. 

“(3) Real property used or held primarily for services to the local public, 
including but not limited to the following: Defense installations; courthouses; 
post offices, and property incidental to postal operations; federally owned air- 
ports maintained and operated by the Civil Aeronautics Administration. 

“(4) Office buildings and facilities which are incidental to or an integral part 
of the properties described in this subsection. 


“EFFECTIVE DATE AND EXPIRATION OF THIS TITLE 


“Sec. 706. This title shall take effect on January 1, 1955, and shall expire on 
December 31, 195s.” 


[H. R. 6182, 84th Cong., 1st sess. ] 


A BILL Te amend the Federal Property and Administrative Services Act of 1949 to make 
temporary provision for making payments in lieu of taxes with respect to certain real 
property transferred by the Reconstruction Finance Corporation and its subsidiaries to 
other Government departments 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the table of contents contained in the 
first section of the Federal Property and Administrative Services Act of 1949 is 
hereby amended by inserting immediately below 
“See. 605. Effective date.” 


the following: 


“TITLE VII—PROPERTY TRANSFERRED FROM THE RECONSTRUCTION FINANCE CORPORATION 
“See. 701. Declaration of policy. 
“See, 702. Definitions. 
“Sec. 703. Property transferred by the Reconstruction Finance Corporation, 
“See. 704. Limitations. 
“See, 705. Effective date.” 

Sec. 2. Section 3 of such Act is hereby amended by inserting immediately after 
“As used in” the following: “titles I through VI of”. 

Sec. 3. Such Act is hereby further amended by adding at the end thereof the 
fcllowing: 


“TITLE VII—PROPERTY TRANSFERRED FROM THE RECONSTRUCTION 
FINANCE CORPORATION 
“DECLARATION OF POLICY 
“Sec. 701. The Congress recognizes that the transfer of real property having 


a taxable status from the Reconstruction Finance Corporation or any of its 
subsidiaries to another Government department has often operated to remove 
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such property from the tax rolls of States and local taxing authorities, thereby 
creating an undue and unexpected burden upon such States and local taxing 
authorities, and causing disruption of their operations. It is the purpose of this 
title to furnish temporary measures of relief for such States and local taxing 
authorities by providing that payments in lieu of taxes shall be made with respect 
to real property so transferred on or after January 1, 1946. 


“DEFINITIONS 


“Sec. 702. As used in this title— 

“(a) The term ‘State’ means each of the several States of the United States 
and the Territories of Alaska and Hawaii. 

“(b) The term ‘real property’ means (1) any interest in land, and (2) any 
improvement made thereon prior to any transfer thereof occurring on or after 
January 1, 1946, from the Reconstruction Finance Corporation to any other 
Government department, if for the purpose of taxation such interest or improve- 
ment is characterized as real property under the applicable law of the State 
in which such land is located. 

“(c) The term ‘local taxing authority’ means any county or municipality, 
and any subdivision of any State, county, or municipality, which is authorized 
by law to levy and collect taxes upon real property. 

“(d) The terms ‘real property tax’ and ‘real property taxes’ do not include 
any special assessment levied upon real property after the date of a transfer 
of such real property occurring on or after January 1, 1946, from the Reconstruc- 
tion Finance Corporation to any other Government department. 

“(e) The term ‘Government department’ means any department, agency, or 
instrumentality of the United States, except the Reconstruction Finance 
Corporation. 

“(f) The term ‘transfer’ means— 

“(1) a transfer of custody and control of, or accountability for the care 
and handling of, any real property, or 
“(2) a transfer of legal title to any real property. 

“(g) The term ‘Reconstruction Finance Corporation’ includes all subsidiaries 

of the Reconstruction Finance Corporation. 


“PROPERTY TRANSFERRED BY THE RECONSTRUCTION FINANCE CORPORATION 


“Sec. 708. Where real property has been transferred on or after January 1, 
1946, from the Reconstruction Finance Corporation to any Government depart- 
ment, and the title to such real property has been held by the United States con- 
tinuously since such transfer, then on each date occurring on or after January 
1, 1955, and prior to January 1, 1959, on which real property taxes levied by 
any State or local taxing authority with respect to any period become due, the 
Government department which has custody and control of such real property 
shall pay to the appropriate State and local taxing authorities an amount equal 
to the amount of the real property tax which would be payable to each such 
State or local taxing authority on such date if legal title to such real property 
had been held by a private citizen on such date and during all periods to which 
such date relates. 

“LIMITATIONS 


“Sec. 704. (a) The failure of any Government department to make, or to make 
timely payment of, any payment authorized by section 708 shall not subject— 
“(1) any Government department or any person who is a subsequent pur- 
chaser of any real property from any Government department, to the pay- 
ment of any penalty or penalty interest, or to any payment in lieu of any 
penalty or penalty interest; or 

“(2) any real estate or other property or property right to any lien, attach- 
ment, foreclosure, garnishment, or other legal proceeding. 

“(b) No payment shall be made under section 703 with respect to any real 
property of any of the following categories: 

“(1) Real property taxable by any State or local taxing authority under 
any provision of law, or with respect to which any payment in lieu of taxes 
is payable under any other provision of law. 

“(2) Real property used or held primarily for any purpose for which 
real property owned by any private citizen would be exempt from real prop- 
erty tax under the constitution or laws of the State in which the property 
is situated. 
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“(3) Real property used or held primarily for the rendition of service 
to or on behalf of the local public, including (but not limited to) the follow- 
ing categories of real property : courthouses; post offices and other property 
used for purposes incidental to postal operations; and federally owned air- 
ports maintained and operated by the Civil Aeronautics Administration. 

““(4) Office buildings and facilities which are an integral part of, or are 
used for purposes incidental to the use made of, any properties described 
in paragraph (1), (2), or (3) of this subsection. 

“(c) Nothing contained in this title shall establish any liability of any Govern- 
ment department for the payment of any payment in lieu of taxes with respect 
to any real property for any period before January 1, 1955, or after December 
31, 1958. 

“EFFECTIVE DATE 


“Sec. 705. This title shall take effect as of January 1, 1955.” 


[H. R. 7184, 84th Cong., 1st sess.] 


A BILL To amend the Federal Property and Administrative Services Act of 1949 to make 
temporary provision for making payments in lieu of taxes with respect to certain real 
property transferred by the Reconstruction Finance Corporation and its subsidiaries to 
other Government departments 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the table of contents contained in the 
first section of the Federal Property and Administrative Services Act of 1949 is 
hereby amended by inserting immediately below 


“Sec. 605. Effective date.” 
the following: 
“TITLE VII—PROPERTY TRANSFERRED FROM THE RECONSTRUCTION FINANCE CORPORATION 


“Sec. 701. Declaration of policy. 
“Sec. 702. Definitions. 
“Sec. 703. Property transferred by the Reconstruction Finance Corporation. 
“Sec. 704. Limitations. 
“Sec. 705. Effective date.” 
Sec. 2. Section 3 of such Act is hereby amended by inserting immediately after 
“As used in” the following: “titles I through VI of”. 
Sec. 3. Such Act is hereby further amended by adding at the end thereof the 
following: 


“TITLE VII—PROPERTY TRANSFERRED FROM THE RECONSTRUCTION 
FINANCE CORPORATION 


“DECLARATION OF POLICY 


“Sec. 701. The Congress recognizes that the transfer of real property having 
a taxable status from the Reconstruction Finance Corporation or any of its sub- 
sidiaries to another Government department has often operated to remove such 
property from the tax rolls of States and local taxing authorities, thereby creat- 
ing an undue and unexpected burden upon such States and local taxing authori- 
ties, and causing disruption of their operations. It is the purpose of this title 
to furnish temporary measures of relief for such States and local taxing au- 
thorities by providing that payments in lieu of taxes shall be made with respect 
to real property so transferred on or after January 1, 1946. 


“DEFINITIONS 


“Src. 702. As used in this title— 

“‘(a) The term ‘State’ means each of the several States of the United States 
and the Territories of Alaska and Hawaii. 

“(b) The term ‘real property’ means (1) any interest in land, and (2) any 
improvement made thereon prior to any transfer thereof occurring on or after 
January 1, 1946, from the Reconstruction Finance Corporation to any other 
Government department, if for the purpose of taxation such interest or improve- 
ment is characterized as real property under the applicable law of the State in 
which such land is located. 
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“(e) The term ‘local taxing authority’ means any county or municipality, and 
any subdivision of any State, county, or municipality, which is authorized by 
law to levy and collect taxes upon real property. 

“(d) The terms ‘real property tax’ and ‘real property taxes’ do not include 
any special assessment levied upon real property after the date of a transfer of 
such real property occurring on or after January 1, 1946, from the Reconstruc- 
tion Finance Corporation to any other Government department. 

“(e) The term ‘Government department’ means any department, agency, or 
instrumentality of the United States, except the Reconstruction Finance Corpo- 
ration. 

“(f) The term ‘transfer’ means— 

“(1) a transfer of custody and control of, or accountability for the care 
and handling of, any real property, or 
(2) a transfer of legal title to any real property. 

“(g) The term ‘Reconstruction Finance Corporation’ includes all subsidiaries 

of the Reconstruction Finance Corporation. 


“PROPERTY TRANSFERRED BY THE RECONSTRUCTION FINANCE CORPORATION 


“Sec. 708. Where real property has been transferred on or after January 1, 
1946, from the Reconstruction Finance Corporation to any Government depart- 
ment, and the title te such real property has been held by the United States con- 
tinuously since such transfer, then on each date occurring on or after January 1, 
1955, and prior to January 1, 1959, on which real property taxes levied by any 
State or local taxing authority with respect to any period become due, the Govern- 
ment department which has custody and centrol of such real property shall pay 
to the appropriate State and local taxing authorities an amount equal to the 
amount of the real property tax which would be payable to each such State or 
local taxing authority on such date if legal title to such real property had been 
held by a private citizen on such date and during all periods to which such date 
relates. 

“LIMITATIONS 


“Sec. 704. (a) The failure of any Government department to make, or to make 
timely payment of, any payment authorized by section 7083 shall not subject— 
“(1) any Government department, or any person who is a subsequent 
purchaser of any real property from any Government department, to the 
payment of any penalty or penalty interest, or to any payment in lieu of any 
penalty or penalty interest; or 

“(2) any real estate or other property or property right to any lien, attach- 
ment, foreclosure, garnishment, or other legal proceeding. 

“(b) No payment shall be made under section 703 with respect to any real 
property of any of the following categories : 

“(1) Real property taxable by any State or local taxing authority under 
any provision of law, or with respect to which any payment in lieu of taxes 
is payable under any other provision of law. 

*“(2) Real property used or held primarily for any purpose for which real 
property owned by any private citizen would be exempt from real property 
tax under the constitution or laws of the State in which the property is 
situated. 

*(3) Real property used or held primarily for the rendition of service to 
or on behalf of the local public, including (but not limited to) the following 
categories of real property: courthouses; post offices and other property 
used for purposes incidental to postal operations; and federally owned air- 
ports maintained and operated by the Civil Aeronautics Administration. 

“(4) Office buildings and facilities which are an integral part of, or are 
used for purposes incidental to the use made of, any properties described in 
paragraph (1), (2), or (38) of this subsection. 

“(c¢) Nothing contained in this title shall establish any liability of any Govern- 
ment department for the payment of any payment in lieu of taxes with respect 
to any real property for any period before January 1, 1955, or after December 
31, 1958. 

“FFFECTIVE DATE 


“Sec. 705. This title shall take effect as of January 1, 1955.” 
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[H. R. 7191, 84th Cong., 1st sess. ] 


A BILL To amend the Federal Property and Administrative Services Act of 1949 to make 
temporary provision for making payments in lieu of taxes with respect to certain real 
property transferred by the Reconstruction Finance Corporation and its subsidiaries to 
other Government departments 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the table of contents contained in the 
first section of the Federal Property and Administrative Services Act of 1949 is 
hereby amended by inserting immediately below 
“Sec. 605. Effective date.” 
the following: 


“TITLE VII—PROPERTY TRANSFERRED FROM THE RECONSTRUCTION FINANCE CORPORATION 
“Sec. 701. Declaration of policy. 
“Sec. T02. Definitions. 
“Sec. 703. Property transferred by the Reconstruction Finance Corporation. 
“Sec. 704. Limitations. 
“Sec. T05. Effective date.” 

SEC, 2. Section 3 of such Act is hereby amended by inserting immediately after 
“As used in” the following: “titles I through VI of”. 

Sec. 3. Such Act is hereby further amended by adding at the end thereof the 
following: 


“TITLE VII—PROPERTY TRANSFERRED FROM THE RECONSTRUCTION 
FINANCE CORPORATION 


“DECLARATION OF POLICY 


“Sec, 701. The Congress recognizes that the transfer of real property having 
a taxable status from the Reconstruction Finance Corporation or any of its sub- 
sidiaries to another Government department has often operated to remove such 
property from the tax rolls of States and local taxing authorities, thereby creat- 
ing an undue and unexpected burden upon such States and local taxing author- 
ities, and causing disruption of their operations. It is the purpose of this title 
to furnish temporary measures of relief for such States and local taxing author- 
ities by providing that payment in lieu of taxes shall be made with respect to 
real property so transferred on or after January 1, 1946. 


“DEFINITIONS 


“Sec. 702. As used in this title— 

“(a) The term ‘State’ means each of the several States of the United States 
and the Territories of Alaska and Hawaii. 

“(b) The term ‘real property’ means (1) any interest in land, and (2) any 
improvement made thereon prior to any transfer thereof occurring on or after 
January 1, 1946, from the Reconstruction Finance Corporation to any other Gov- 
ernment department, if for the purpose of taxation such interest or improvement 
is characterized as real property under the applicable law of the State in which 
such land is located. 

“(c) The term ‘local taxing authority’ means any county or municipality, and 
and subdivision of any State, county, or municipality, which is authorized by law 
to levy and collect taxes upon real property. 

“(d) The terms ‘real property tax’ and ‘real property taxes’ do not include any 
special assessment levied upon real property after the date of a transfer of 
such real property occurring on or aftet January 1, 1946, from the Reconstruc- 
tion Finance Corporation to any other Government department. 

“(e) The term ‘Government department’ means any department, agency, or 
instrumentality of the United States, except the Reconstruction Finance Cor- 
poration. 

“(f) Phe term ‘transfer’ means— 

“(1) a transfer of custody and control of, or accountability for the care 
and handling of, any real ptoperty, or 
“(2) a transfer of legal title to any real property. 

“(g) The term ‘Reconstrtiction Finance Corporation’ includes all subsidiaries 

of the Reconstruction Finance Corporation. 
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“PROPERTY TRANSFERRED BY THB RECONSTRUCTION FINANCE COPORATION 


“Sec. 703. Where real property has been transferred on or after January 1, 
1946, from the Reconstruction Finance Corporation to any Government depart- 
ment, and the title to such real property has been held by the United States 
continuously since such transfer, then on each date occurring on or after Jan- 
uary 1, 1955, and prior January 1, 1959, on which real property taxes levied by 
any State or local taxing authority with respect to any period become due, the 
Government department which has custody and control of such real property 
shall pay to the appropriate State and local taxing authorities an amount equal 
to the amount of the real property tax which would be payable to each such 
State or local taxing authority on such date if legal title to such real property 
had been held by a private citizen on such date and during all periods to which 
such date relates. 

“LIMITATIONS 


“Sec. 704. (a) The failure of any Government department to make, or to 
make timely payment of, any payment authorized by section 703 shall not 
subject— 

“(1) any Government department, or any person who is a subsequent pur- 
chaser of any real property from any Government department, to the pay- 
ment of any penalty or penalty interest, or to any payment in lieu of any 
penalty or penalty interest; or 

(2) any real estate or other property or property right to any lien, attach- 
ment, foreclosure, garnishment, or other legal proceeding. 

“(b) No payment shall be made under section 703 with respect to any real 
property of any of the following categories : 

“(1) Real proprty taxable by any State or local taxing authority under 
any provision of law, or with respect to which any payment in lieu of taxes 
is payable under any other provision of law. 

“*(2) Real property used or held primarily for any purpose for which real 
property owned by any private citizen would be exempt from real property 
tax under the constitution or laws of the State in which the property is 
situated. 

“(3) Real property used or held primarily for the rendition of service 
to or on behalf of the local public, including (but not limited to) the following 
categories of real property: courthouses; post offices and other property 
used for purposes incidental to postal operations; and federally owned air- 
ports maintained and operated by the Civil Aeronautics Administration. 

“(4) Office buildings and facilities which are an integral part of, or are 
used for purposes incidental to the use made of, any properties described 
in paragraph (1), (2), or (3) of this subsection. 

“(c) Nothing contained in this title shall establish any liability of any Gov- 
ernment department for the payment of any payment in lieu of taxes with 
respect to any real property for any period before January 1, 1955, or after 
December 31, 1958. 

“EFFECTIVE DATE 


“Sec. 706. This title shall take effect as of January 1, 1955.” 


(H. R. 7291, 84th Cong., 1st sess.] 


A BILL To amend the Federal Property and Administrative Services Act of 1949 to make 
temporary provision for making payments in lieu of taxes with respect to certain real 
property transferred by the Reconstruction Finance Corporation and its subsidiaries to 
other Government departments 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the table of contents contained in the 
first section of the Federal Property and Administrative Services Act of 1949 is 
hereby amended by inserting immediately below 


“See. 605. Effective date.”’ 
the following: 
“TITLE VII—PROPERTY TRANSFERRED FROM THE RECONSTRUCTION FINANCE CORPORATION 


“Sec. 701. Declaration of policy. 
“Sec. 702. Definitions. 
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“See. 703. Property transferred by the Reconstruction Finance Corporation. 
“Sec. 704. Limitations. 
“Sec. 705. Effective date.” 

Sec. 2. Section 3 of such Act is hereby amended by inserting immediately after 
“As used in” the following: “titles I through VI of”. 

See. 3. Such Act is hereby further amended by adding at the end thereof the 
following: 


“TITLE VII—PROPERTY TRANSFERRED FROM THE RECONSTRUCTION 
FINANCE CORPORATION 


“DECLARATION OF POLICY 


“Sec. 701. The Congress recognizes that the transfer of real property having 
a taxable status from the Reconstruction Finance Corporation or any of its sub- 
sidiaries to another Government department has often operated to remove such 
property from the tax rolls of States and local taxing authorities, thereby creat- 
ing an undue and unexpected burden upon such States and local taxing au- 
thorities, and causing disruption of their operations. It is the purpose of this 
title to furnish temporary measures of relief for such States and local taxing 
authorities by providing that payments in lieu of taxes shall be made with respect 
to real property so transferred on or after January 1, 1946. 


“DEFINITIONS 


“Sec. 702. As used in this title— 

“(a) The term ‘State’ means each of the several States of the United States 
and the Territories of Alaska and Hawaii. 

“(b) The term ‘real property’ means (1) any interest in land, and (2) any 
improvement made thereon prior to any transfer thereof occurring on or after 
January 1, 1946, from the Reconstruction Finance Corporation to any other Gov- 
ernment department, if for the purpose of taxation such interest or improvement 
is characterized as real property under the applicable law of the State in which 
such land is located. 

“(ce) The term ‘local taxing authority’ means any county or municipality, and 
any subdivision of any State, county, or municipality, which is authorized by 
law to levy and collect taxes upon real property. 

“(d) The terms ‘real property tax’ and ‘real property taxes’ do not include any 
special assessment levied upon real property after the date of a transfer of such 
real property occurring on or after January 1, 1946, from the Reconstruction 
Finance Corporation to any other Government department. 

“(e) The term ‘Government department’ means any department, agency, or 
instrumentality of the United States, except the Reconstruction Finance Cor- 
poration. 

“(f) The term ‘transfer’ means— 

“(1) a transfer of custody and control of, or accountability for the care 
and handling of, any real property, or 
“(2) a transfer of legal title to any real property. 

“(g) The term ‘Reconstruction Finance Corporation’ includes all subsidiaries 

of the Reconstruction Finance Corporation. 


, 


“PROPERTY TRANSFERRED BY THE RECONSTRUCTION FINANCE CORPORATION 


“Sec. 703. Where real property has been transferred on or aiter January 1, 
1946, from the Reconstruction Finance Corporation to any Government depart- 
ment, and the title to such real property has been held by the United States 
continuously since such transfer, then on each date occurring on or after January 
1, 1955, and prior to January 1, 1959, on which real property taxes levied by 
any State or local taxing authority with respect to any period become due, 
the Government department which has custody and control of such real prop- 
erty shall pay to the appropriate State and local taxing authorities an amount 
equal to the amount of the real property tax which would be payable to each 
such State or local taxing authority on such date if legal title to such real 
property had been held by a private citizen on such date and during ali periods 
to which such date relates. 
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“TIMITATIONS 


“Seo. 704. (a) The failure of any Government department to make, or to 
make timely payment of, any payment authorized by section 703 shall not 
subject— 

“(1) any Government department, or any person who is a subsequent 
purchaser of any real property from any Government department, to the 
payment of any penalty or penalty interest, or to any payment in lieu 
of any penalty or penalty interest; or 

“(2) any real estate or other property or property right to any lien, 
attachment, foreclosure, garnishment, or other legal proceeding. 

“(b) No payment shall be made under section 703 with respect to any real 
property of any of the following categories : 

“(1) Real property taxable by any State or local taxing authority under 
any provision of law, or with respect to which any payment in lieu of 
taxes is payable under any other provision of law. 

(2) Real property used or held primarily for any purpose for which 
real property owned by any private citizen would be exempt from real 
property tax under the constitution or laws of the State in which the 
property is situated. 

“(3) Real property used or held primarily for the rendition of service 
to or on behalf of the local public, including (but not limited to) the follow- 
ing categories of real property: courthouses; post offices and other property 
used for purposes incidental to postal operations; and federally owned 
airports maintained and operated by the Civil Aeronautics Administration. 

“(4) Office buildings and facilities which are an integral part of, or 
are used for purposes incidental to the use made of, any properties described 
in paragraph (1), (2), er (3) of this subsection, 

“(c) Nothing contained in this title shall establish any liability of any 
Government department for the payment of any payment in lieu of taxes with 
respect to any real property for any period before January 1, 1955, or after 
December 31, 1958. 

“EFFECTIVE DATE 


“Sec, 705. This title shall take effect as of January 1, 1955.” 


The Cuarrman. The committee is indeed happy to have the spon- 
sors of these bills with us, as well as the Members of Congress. 

I also take this opportunity to welcome the local officials who are 
taking time out from their busy schedules to come here to give us the 
benefit of their advice. 

The problem of tax immunities is one of the most complicated 
aspects of our Federal system, the doctrine of Federal tax immunity 
having been laid down in the early days of our Republic by Chief 
Justice Marshall. The committee will study this problem in the light 
of recent developments, and in this connection the testimony we get 
today should be most helpful. ; 

There are some Members of Congress present who are witnesses 
and who are interested in this matter. I shall ask them if they will 
come forward and sit with the committee, please. 

As our first witness we are going to hear from the author of one of 
the bills. He has given study to this matter and has been interested 
in it for a long time, Congressman Meader, of Michigan. 

Mr. Meaper. Mr. Chairman, I do not have a prepared statement 
with me today. 

The Cuarrman. I am going to get you on the witness stand. You 
will not be swofn, however. 
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STATEMENT OF HON. GEORGE MEADER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Meaper. | have asked Mr. James Menger, of the Office of the 
Legislative Counsel of the House of Representatives, to be at the 
witness table with me because he has a long background of familiarity 
with this legislation. He participated in the technical drafting of 
the Hillelson bill which was passed by this committee in the last Con- 
gress, and also adopted by the House of Representatives, and after 
some amendment reported favorably by the Government Operations 
Committee of the Senate. He has worked many long hours with me 
and my staff in the drafting of H. R. 6182. This is one of the bills 
the committee is considering this morning. 

Mr. Menger, of course, in the position of legislative counsel, is not 
involved, himself, in considerations of policy and is here merely to 
answer any questions on phraseology and technical draftsmanship 
which the committee may have. 

Mr. Chairman, first let me express my appreciation to the chair- 
man of the committee for setting this legislation down for hearing. 
I also want to compliment the staff for the excellent cooperation they 
have given in arranging for this hearing and the notification of wit- 
nesses and so on. 

Incidentally, I think the comparative statement prepared by the 
staff was an excellent one and should be ve ry useful to the committee 
members in considering the various drafts of this legislation. 

Let me say at the outset that I don’t minimize the (lif heulty and 
complexity of legislation of this character. In a sense it touches on 
that area bet ween two so-called sovereign uwits of Government operat- 
ing on the same geographical area and the same citizens, namely, the 
Federal Government and the States and their subdivisions. As the 
chairman has so well said, early, in our history it was established 
that these two units of Government were immune from taxation one 
by the other because the power to tax is the power to destroy, and if 
one unit of our Government, the Federal Government for example, 
could tax the States and their subdivisions, they could drive them out 
of existence, and vice versa. 

Therefore, we are in a delicate area and we should be very cautious 
in our handling of public problems in that field. But my bill H. R. 
6182 does not subject the Federal Government to taxation but provides 
for payments in lieu of taxes voluntarily undertaken by the Federal 
Government, subject to repeal by the Federal Government at any time, 
and thus would seem to me to avoid any difficulty about one unit of 
Government taxing another. 

New, let me say that I believe this policy in general, that is, the 
r0licy of contributing a fair share to the revenues of local governments 
fee services extended to certain types of federally ow ned property, 
is not a matter of controversy. 

Since the early days of the Roosevelt administration this problem 
has been recognized and has been studied over and over again, and 
the current : administration under President Eisenhower has recognized 
the difficulty encountered in raising adequate revenues loe: ay by 
cities, school districts, counties, and townships. In fact, that recogni- 
tion led to the creation of the Intergovernmental Relations Commis- 
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sion, in its last stages headed by Meyer Kestnbaum, which filed its 
report the end of last month. I might say that the bipartisan support 
given the Hillelson bill in the last Congress is also an indication that 
this is not a partisan issue. 

I think we all recognize that we must be interested in the preser- 
vation of the health and vigor of local units of government so that 
they may perform on their level those services which best can be 
performed on the local level and, after all, the local units of govern- 
ment are the closest to the people where democracy works most 
effectively. 

My interest in this legislation stems from the fact that there is 
a large plant in Adrian, Mich., in the second district of Michigan, 
which was constructed by the Defense Plant Corporation, and cost 
approximately $25 million, an aluminum extrusion plant. That plant 
became excess to the needs of the Defense Plant Corporation after 
World War II, was not sold to any private concern but now has come 
under the custody and control of the Air Force. 

That plant, while it was under the ownership of the Defense Plant 
Corporation, was carried on the local tax rolls and contributed an- 
nually approximately $90,000 to the various local units of govern- 
ment. Abruptly and without warning, in 1952, the local units of 
government, the city of Adrian, Madison School District, the town- 
ship and county, were notified that the Federal Government would 
not pay its taxes for 1952. 

Those taxes paid by the Federal Government represented approxi- 
mately 10 percent of the total revenue of these local units of govern- 
ment. It is perfectly obvious that when they had set up their budget, 
counting upon the receipt of that amount of money from the Federal 
Government, they were thrown into turmoil and had to face unusual 
hardship in performing the services which they had budgeted for 
that year. Since 1952 nothing has been contributed from that plant 
to the local units of government. 

Now, I realize that the whole field of payments in lieu of taxes 
is a broad one and a complex one, and sometimes we have heard 
it said that we should not take any action until we can do the whole 
job. On the other hand, many who have studied this question think 
that there is no way it can be attacked except upon a piecemeal basis. 
My bill, No. 6182, is definitely piecemeal legislation. There is no 
dispute about it. It relations solely to industrial properties pre- 
viously owned by the Reconstruction Finance Corporation or its 
subsidiaries. 

During World War II we expanded our plant capacity in this 
country by some $20 billion worth, about $4.5 billion of that plant 
investment represented private capital, about $15.5 billion represented 
(Government money in producing facilities. A great part of that $15.5 
billion was invested through the Defense Plant Corporation. By 
law the Defense Plant Corporation and the Reconstruction Finance 
Corporation were authorized to pay local taxes, and the property 
they owned was carried on the local tax rolls. 

The difficulty arose from two decisions, the Sedgwick County case, 
a Court of Claims decision, and a Comptroller General’s opinion based 
upon that decision—I might give you the reference to the Sedgwick 
County case: 123 Court of Claims, 323, decided July 15, 1952, and 
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the Comptroller General’s opinion is 32 C. G. 164, dated October 6, 
1952. 

This ee ei of law came into being that when a piece of real 
estate was declared excess to the needs of the Reconstruction Finance 
Corporation or its subsidiaries, the eustody and control or title, or 
whatever you want to call it, thereupon became vested in the Federal 
(yovernment itself and the property was clothed with the immunity 
of the sovereign Federal Government from local taxation. 

This is the wording used in the Comptroller General’s opinion, and 
I quote: 

The authority thus vested in Government-owned corporations to pay local 
taxes on their war property is, however, contingent upon the corporations’ both 
holding local title to and having full control and dominion over such property. 

So, it is to meet those decisions and to permit these industrial prop- 
erties to contribute their fair share to local units of Government for 
the services they perform that this bill has been introduced. 

As I say, this bill is related solely to Defense Plant Corporation and 
Reconstruction Finance Corporation properties. 

The Budget Bureau, in testimony before the Senate Government 
Operations Committee, listed some 60 plants which would be affected 
by this legislation or, rather, the predecessor, the Hillelson bill in the 

last Congress. As I recall it, they estimated the cost to the Federal 
Government of paying these payments in lieu of taxes to local units 
of Government on these plants would be somewhere between three and 
three and one-half million dollars. 

The CuHatrMan. Congressman Meader, do you draw a distinction 
between property that is leased or property of individuals operated 
for the benefit of the Government, and properties that are owned by 
the Federal Government? Do you draw a distinction in your think- 
ing between the two? 

Mr. Meaper. If the properties are used by the Federal Government 
for governmental purposes. 

The CHarrMan. You take your situation at Adrian, the property 
there; the Defense Plant Corporation built a plant in 1942 and 1943 
and leased it to a private operator for the production of war mate- 
rials, That is a private operator, and as long as it was in that status 
they paid a tax; is that right? 

Mr. Mraper. That is right. 

The Cuatrman. This latter plant, it is now used by the Air Force? 
The Government took title? 

Mr. Meaper. It has always been occupied by a contractor or lessee 
from the Air Force even after it took title. Originally it was the 
Bohn Aluminum Brass Corp. who occupied it during the war. Im- 
mediately after the war the Gerity Co., a local outfit, had a contract 
with the Air Force to maintain it and do some experimental work.. 
Then the Reynolds Metals Co. had it for a short period of time, then 
Bokn Aluminum & Brass Corp. went back in on a lease from the Air 
Force, and at the present time I think for a little over a year 

The CuHarrman. Do they pay taxes? 

Mr. Meraper. No taxes have been paid since 1952. Taxes were 
paid up to 1952 from the time‘of the original construction of the 
plant. The Bridgeport Brass Co. of Bridgeport, Conn., is the present 
occupant of this property, and before I came to this meeting I called 
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the president of the Bridgeport Brass Co., and he informed me that 
something over half of the production of that plant is for the benefit 
of the Air Force and the remainder for the general public. So, half of 
it is defense production and the other half is simply commerce ‘ial pro- 
duction. 

I might also say for the record, if you are interested, that the State 
of Michigan, because of this problem, passed a law in 1953 which 
sought to impose upon the lessees of these immune industrial prop- 
erties the same kind of taxes as if they were privately owned. The 

validity of that law is now before the Michigan courts, and I mention 
that only to show that the State of Michigan has taken an interest in 
this problem and sought to do something about it. 

I think perhaps I ‘have said enough “about the problem that faces 
my district, which I think is typical of the other 60 properties in this 
category. 

I only want to say this, that there has been a great deal of sympathy 
expressed for the plight of these local communities, and there seems 
to be universal agreement in both of our major parties that something 
ought to be done to relieve that distress, but the diffic ulty seems to be 
th: at we keep postponing action until we can get some comprehensive 
plan. I am one of those who believe that a start ought to be made, 
that experience should be gained in dealing with this very limited 
problem, concretely and specific ally, of industrial properties which 
have a commercial civilian utility. I believe this is the place to 
start. 

From our experience on this temporary bill—and I must mention 
that this is a temporary measure—it lasts for only 2 or 3 years—we 
may be able to find the difficulties which will lead us to proper and 
sound legislation on a broader basis. But I think we ought to make 
a start. It seems to me that this case is a clear-cut case on the equi- 
ties. There is no reason why this plant in Adrian, for example, 
should pay no taxes at all, and the plant right across the street should 
lave to pay more than its share, because both plants receive exactly 
the same local services: Police protection, fire protection, and so on. 
Their employes have the school facilities and the general community 
facilities available, and it seems to me unjust that these two plants, 
which are essentially the same in character, side by side, should be 
treated differently with respect to making their contribution for these 
local services. 

The Carman. The Federal Government maintains an Army and 
an Air Force and so on for the protection of Adrian as a part of the 
United States of America. Rites is a part of the United States 
of America. 

Mr. Meaper. She is very much a part of the United States of 
America. 

The CHarrMan. But the Government is also donating something to 
Adrian and to every other section of the country, to every city, to 
avery State and every hamlet. The Federal Government makes its 
contributions to those. Now you want to tax property when the title 
is in the Federal Government. 

Mr. Meaper. I agree with the force of what the gentleman says. 
Adrian does receive the protection of the Defense Department and 
the defense establishments of the United States just the same as Chi- 
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‘ago and Maine and everywhere else, and Adrian is perfectly willing 
to pay its share, but Adrian should not have to pay more than its 
share for the defense of the country. I think when you exempt an 
industrial-type property from contributing to the cost of local serv- 
ices, you are imposing more of a burden upon the citizens of Adrian 
than you are on the country generally. What I want to say is they 
already are doing their share. Why ask more of them? 

The Cuarrman. If the plant is working it employs a large number 
of people. The payroll amounts to what every month? All that 
money is spent in Adrian. Adrian is getting the direct benefit from 
the fact that this plant is there. 

Mr. Meaper. There is no question about that. 

Mr. Horrman. Everyone in Adrian is paying taxes. 

Mr. Brownson. Hasn’t this principle been more or less recognized, 
the principle that the Federal Government does have somewhat of 
an obligation when they step into a dominant position in one com- 
munity 4 4 We have the same thing in Indianapolis at the Allison 
plant, part of which takes much land and many buildings off the tax 
rolls in the area in which they operate. This has resulted in an ex- 
treme hardship on one of our townships but our people are not in 
favor of Federal aid to impacted areas as a solution. 

Mr. Horrman. I understand that these bills are all similar in gen- 
eral terms. Do they apply to the land taken, for example, for game 
refuges and parks? 

Mr. Meapgr. They do not. 

Mr. Horrman. That is to say, for example, in Michigan where we 
have several Federal parks, does this apply to that land? 

Mr. Meaper. I wouldn’t want to be too sure about the Derounian 
bill, because that applies to Government corporations other than the 
Reconstruction Finance Corporation, but my bill applies only to the 
Reconstruction Finance Corporation, and I don’t believe they ever 
acquired any game refuges. They eed industrial plants. 

Mr. Horrman. When the Federal Government goes in and accepts 
a game refuge of thousands of acres, would that land, under your 
bill, be subject to voluntary payments 

Mr. Meaprer. It would not. 

Mr. Horrman. Where the Federal installation itself paid, and 
you said voluntary payment. In what sense is it voluntary? Is 
there a separate provision authorizing the payment? 

Mr. Meaper. When I used the term “voluntary,” I meant this was 
action by the Federal Government to make payments in lieu of taxes 
to local governments, not under any compulsion or any obligation. 

Mr. Horrman. Who would determine the amount of the assessment 
that the Federal Government should pay, for example, in Adrian, 
because of that one piece of property, would that be the local assessor # 

Mr. Meaper. It is defined in section 703 of the bill, which reads: 

Where real property has been transferred on or after January 1, 1946, from the 
Reconstruction Finance Corporation to any Government department, and the 
title of such real property has been held by the United States continuously since 
such transfer, then on each date on and after January 1, 1955, and prior to 
January 1, 1959, on which real property taxes levied by any State or local 
taxing authority with respect to any period become due, the Government depart- 
ment which has custody and control of such real property shall pay to the 
appropriate State and local taxing authorities an amount equal to the amount 
of the real property tax which would be payable to each such State or local 
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taxing authority on such date if legal title to such real property had been held 
by a private citizen on such date and during all periods to which such date 
relates. 

Mr. Horrman. And your answer is that the local assessor fixes the 
amount ¢ 

Mr. Meaper. That is right. 

Mr. Reece. Mr. Chairman, this is somewhat similar to the provision 
that was put in the Tennessee Valley Authority Act, as I recall it, 
under which the TVA paid an amount to local government in lieu of 
taxes to compensate the local government for the property that had 
been taken from the tax rolls by reason of acquisition by TVA. Have 
you looked into that 

Mr. Mraper. I think the gentleman is correct. It is referred to 
on page 47 of the message of the President of the United States, dated 
June 1, 1943, and was provided in an amendment to the Tennessee 
Valley "Authority Act of 1933. 

Mr. Youncer. Mr. Chairman, that is a payment in lieu of taxes, 
not on a basis of taxes fixed by the assessor. Your bill, Mr. Meader, 
provides for the taxes to be fixed by the assessor. That is not true 
of the Tennessee Valley Authority. 

Mr. Meaper. I believe that the Tennessee Valley Authority pay- 
ment is a percentage of revenues. 

Mr. Younerr. It is a payment in lieu of taxes. 

Mr. Meaper. But it is on a percentage of the revenue rather than 
assessed valuation. 

Mr. Reece. No. As I recall, that is not the case. It was arrived 
at on the basis of the taxes on the property, before it was acquired by 
an agency of the Federal Government—if there should be objection, 
and this is the purpose of my questioning—if there should be objec- 
tion raised to the Federal Government permitting itself to be taxed, 
so to speak, by 2 local agency of government, if the sponsors of this 
legislation would have objection to a modification of their proposal 
which would permit, if an injustice were recognized as being imposed 
by reason of the acquisition of the property by the Federal Govern- 
ment, a payment in lieu of taxes, something similar to what was done 
in the case of the Tennessee Valley Authority. This payment made 
in lieu of taxes anc! as the years went by and the property was de- 
preciated, the payments in lieu of taxes were gradually reduced. If 
the payment ia lien of taxes so granted was reduced ultimately in 

case of some property, even at this stage, no taxes are paid, but it did 
provide a deesealator clause by which the local governments were 
taken care of. 

Mr. Knox. Mr. Meader, what recognition has the State tax com- 
mission taken relative to the reduced valuation because of the fact 
the local government has been unable to continue taxing this special 
plant? Has the State tax commission reduced the value of that 
particular account ? 

Mr. Mraper. [ am sorry, I can’t answer that question. I don’t 
have any knowledge of what the State tax commission has done i 
the light of this property g going off the tax rolls. 

Mr. Knox. I understand. then, they have not. Then the burden 
of the additional valuation which has been set by the State tax com- 
mission after withdrawal of the other private property in the area 
Mr. Meaper. I might say that Mayor Porter of the city of Adrian 
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might know what action the State tax commission has taken. He is 
going to testify a little later on. 

Mr. Knox. Then there is one other question relative to the county 
of Lenawee on personal property owned by the company. It is on the 
grounds which are Government owned, of course. Has the county 
taxed the perscnal property of this plant ? 

Mr. Meaper. | don’t really know. I think the mayor might know, 
but at any rate that is not involved in my bill because it only relates 
to real property. 

Mr. Kwox. That establishes justification for your bill, but what 
revenue was derived from this particular operation ? 

Mr. Meaper. I know that a question of Government-owned prop- 
erty in the hands of a contractor is one that is of great concern to 
municipalities generally, because, as I understand it, the minute there 
has been any advance on a contract the Government holds that the 
title to the entire inventory of raw material and work in process is in 
the Federal Government and is exempt from personal property taxes 
of local units of government. 

Mr. Knox. You did testify that only about 50 percent of the produc- 
tion of the plant went to the Air Force. The other 50 percent went 
to consumers’ consumption. 

Mr. Meaper. I presume the personal property, the work in process 
and so on, of the Bridgeport Brass Co. is taxable by the local units 
of government. But the federally owned property or the work in 
process for the Federal Government I believe is now immune from 
local taxation. 

Mr. Knox. I will reserve the question until the mayor arrives. 

Mr. Houtrtevp. The effect of this bill would be to raise the Federal 
budget, to stamp out the taxes that would be assessed on the Federal 
property; is that not true? 

Mr. Meaper. That is true, there would have to be appropriated, for 
instance, to the Department of Defense an amount equal to the pay- 
ments in lieu of taxes, which would be provided by this bill. 

Mr. Hourriretp. Then in effect this is a transfer of Federal tax 
moneys to local tax bodies, is it not ? 

Mr. Meaper. Well, you can put it that way or you can say the 
Federal Government on this limited class of property is making pay- 
ments in lieu of taxes to local bodies for the services rendered on a 
local basis to the plant owned by the Federal Government. 

Mr. Ho.trtetp. I am just seeking to understand the purpose and 
the impact of this. It would be of relief, as I see it, to local tax- 
gathering bodies having undue burdens placed on them by an influx 
of employees in the Federal installations and the removal from the 
tax rolls of large areas of land and other acquisitions or purchases of 
real property in local areas, to compensate for that removal of that 
amount of land that was purchased by the Federal Government. 

Mr. Meaper. The objective is to recognize the impact of the Fed- 
eral Government owning property which otherwise would be subject 
to local taxation, and removing it from the tax rolls and from its 
contribution to the cost of the local services. 

The CuHarrman. Then you want all of the people of the United 
States to maintain the plant in Adrian. You want me, living in 
Chicago to pay taxes to you in Adrian; is that right? 











18 FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 


Mr. Meaper. I don’t think that quite presents the picture. I am 
talking about a limited class of properties that were built for the 
war emergency by the Federal Government because private capital 
was not available to expand the plans sufficiently to do the war pro- 
duction job we had. So, the Government stepped in and paid for 
three-quarters of this plant-expansion program. It was not intended 
that the Government should continue to operate those plants commer- 
cially after the war, to put the Government in business of producing 
aluminum or anything else. If they were sold to private companies, 
as many of them were, they would go on the tax rolls. For instance, 
the Willow Run bomber plant in my district cost $47 million. After 
the war it was sold to Kaiser-Fraser for about $16 million, and it 
went on the local tax rolls. It was producing the same benefits that 
the chairman has referred to, as far as bringing money into the com- 
munity, and now it is owned by General Motors. It is their hydra- 
matic transmission plant, and they bring revenue from all over the 
United States. In the same way the Adrian aluminum plant, which 
happens to be owned by the Air Force, enriches Adrian. There is no 
question about it. But the General Motors plant is a big contributor 
to the cost of local services. Adrian, which is a small community of 
some 18,000 people, derives benefits from the plants which pay taxes, 
and I don’t think it is quite fair to say that the people of Adrian 
are asking the rest of the country to make a gift to them. I think 
all they want is to have this industrial property stand on the same 
basis as other industrial property and pay a fair share of the cost of 
the benefits it receives. In other words, I think the Federal Gov- 
ernment now is getting something for nothing out of the people of 
Adrian. 

Mr. Houtrtevp. I think I may be testifying instead of asking ques- 
tions, but I recognize that where Federal properties have been ac- 
quired in large amounts in local areas, that it does work a hardship 
in many Instances on the local area as far as the elimination from 
the tax rolls of real property is concerned. However, in most in- 
stances it does bring to the local area in the form of payrolls, pur- 
chasing power which most localities are mighty happy to get. At 
the same time, as long as it is a Federal expenditure I think that you 
make a strong case for the leveling of the burden of Federal operation 
over the whole Nation rather than imposing an undue burden to the 
local area. 

[ don’t know how you compensate for the offsetting advantages you 
get from payrolls that go inté the local area Many areas have 
imposed sales taxes on the merchandise sold in their towns in order 
that they might obtain recompense in the local tax column. They 
have been forced to that expedient to try to compensate for the addi- 
tional police protection, fire protection, sewage disposal, and so forth. 

I would like to ask this question, getting away from industrial prop- 
erties: Would your bill also apply to Federal governmental! offices such 
as Federal buildings in our cities, post office buildings, custom build- 
ings and that sort of thing / 

Mr. Meaper. It would not, and I wouldn't favor any legislation 
which would tend to tax a post office, military reservation, or public 
lands, or anything of that kind. I realize there are different classes 
of property owned by the Federal Government and that perhaps some 
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of those beyond the industrial plants to which my bill refers should 
make payments in lieu of taxes. 

I am suggesting that we take this clear step perhaps as an expert- 
ment, to show the. problems that are involved in case this payment in 
lieu of tax principle should be extended to other Federal properties. 

Mr. Houirreip. And your bill applies only to industrial plant op- 
erations / 

Mr. Meaper. Right. 

Mr. Houirieitp. How about the Commodity Credit Corporation, 
Warehouse Storage / 

Mr. Meaper. My bill is limited to the Reconstruction Finance 
Corporation and its subsidiaries. I eliminated all other governmental 
agencies except the Reconstruction Finance Corporation. 

Mr. Houirietp. What other areas would this apply to? 

Mr. Mraper. These are plants previously owned by the Reconstrue- 
tion Finance Corporation. If they are still owned by the Reconstruc- 
tion Finance Corporation they are still on the tax rolls. When they 
become excess to the RFC, the Comptroller General says they are 
immune from local taxes. 

Mr. Houirieip. This would apply to our so-called industrial reserve 
plants, would it not, that are being held by the Navy and the Army or 
the Air Force? 

Mr. Mreaper. If they acquired them from the Defense Plant Cor- 
poration, that is true. 

The CHairmMan. Mrs. Harden? 

Mrs. Harpen. Mr. Chairman, as the gentleman knows, I have long 
heen interested in intergovernmental relations, having served as chair- 
man of the Intergovernmental Relations Subcommittee in the last 
Congress, and the gentleman from Michigan was a valuable member 
of that subcommittee. I am heartily in favor of the principle of this 
legislation and commend you and our other colleagues for bringing 
this legislation before us. 

Mr. Mraprer. Thank you. 

Mr. Brownson. | wonder if we are forgetting one of the underly- 
ing facts here. Whenever the Government buys anything manufac- 
tured by private enterprise in a privately owned plant, the Govern- 
ment indirectly pays the local property tax through commodities it 
buys. The local manufacturer pays the local taxes, and I think we 
can take it for granted that these figures go into the cost of production, 
which is the basis for his price to the Government. So, the principle 
of the local government paying local property taxes involved in at 
least one class of manufactured products which they buy is clearly 
established. 

In discussing the problem of the community of Adrian, isn’t it the 
gentleman's feeling that inasmuch as the Federal Government pays in- 
directly the local taxes involved in producing a large majority of arti- 
cles which they acquire, they should likewise pay them in this case 
where the plant happens to be in the hands of the Federal Government, 
leased to a private contractor ? 

Mr. Meaper. That isright. If the aluminum products of the Adrian 
plant, instead of being purchased from the Bridgeport Brass Co., were 
purchased from Alcoa, which owns its own property, the property 
taxes that Alcoa pays to local communities would be in their propor- 
tion incorporated in the price they charge the Federal Government 
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for that product, but in the case of the Bridgeport Brass Co. not pay- 
ing any least taxes, they should not charge the Federal Government 
for any taxes. 

Mr. Brownson. Weare asking then, of the Federal Government, not 
that they assume a portion of the normal property tax burden of the 
people of Adrian, but that they treat the people of Adrian the same 
as they treat people elsewhere, when the Government buys from plants 
which have not been leased through the Reconstruction Finance Cor- 
poration and Defense Plants Corporation. 

Mr. Meaper. The gentleman has stated my contention better than 
I could. 

Mr. Knox. Mr. Meader, your bill, I believe, is somewhat related to 
the problem which has confronted the Nation as far as our public 
lands are concerned. In the case of public lands, the harvest of the 
crop from public lands, such as timber, a portion which reverts back 
to the local communities for their use, whether it be for schools or 
township government. I believe in the last year the State of Michi- 
gan average was around about 9 cents per acre that was returned to 
the local units for governmental operations. So, there is some con- 
tribution from governmental operations, all right, in the case of public 
lands, and I fully realize the predicament that the county of Lenawee 
and the city of Adrian find themselves in. There certainly should 
be some adjustment on the State level or the Federal Government 
should at least meet some of the responsibilities of the ownership 
where a plant is used for the production of articles or goods that 
especially are not totally received by the Federal Government. That 
would be my position on it. 

Mr. Moss. Are these plants leased or operated under contract, or 
both ? 

Mr. Meaper. They are leased, and I believe there is some kind of 
contract which I am not too familiar with for production for the 
Air Force by the Bridgeport Brass Co. 

Mr. Moss. Would the Government be able to recover from the lessee 
the cost of the tax contribution to local government? 

Mr. Meaper. When you say the Government you mean the Federal 
Government ? 

Mr. Moss. Yes. 

Mr. Meaper. I don’t quite understand your question. 

Mr. Moss. Now, if you have a lease for the operation of one of 
these plants, in that lease is there a provision that, in the event Con- 
gress authorizes the payment of taxes or the levying of taxes by local 
government, the Federal Government can come back and recover from 
the lessee the cost of the taxes? Can it reopen its lease to obtain a 
better return on the plant? 

Mr. Meaper. The Government, I think, is now receiving $50,000 
a month from the Bridgeport Brass Co. for this plant. How they 
arrived at that figure I don’t know, because Bridgeport Brass Co. up 
to the present time hasn’t been conducting a profitable operation in 
that plant. Whether or not the lease is subject to reopening and to 
charge Bridgeport Brass Co. an additional, say, $90,000 a year, the 
taxes the Federal Government would pay under my bill, I would have 
to look at the lease. I don’t know whether it is subject to such re- 
opening or not. 
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Mr. Moss. That applies to any industrial type plant owned by a 
department of the Federal Government, like Defense or Navy or 
Army ¢ 

Mr. Meaper. It applies only to those declared excess by Reconstruc- 
tion Finance Corporation or its subsidiaries. 

Mr. Moss. If it were in a standby condition it would still apply, 
under your bill? 

Mr. Meaper. That is right. 

Mr. Moss. Why is there a difference, then? We will assume the 
plant is in a standby position. In other words, it is a part of the 
defense potential of the United States. Why would that plant be in 
a different position than an airfield in the locality in my district, which 
is for the defense of the country? If it were a standby plant there 
would be taxes paid to the local government. 

Mr. Meaper. I don’t know whether it would be possible to write a 
formula which would provide that the Federal Government should 
pay taxes only when the industrial properties upon which taxes would 
be assessed if they were privately owned were operating or making a 
profit. I don’t think taxes can be assessed on that kind of basis. If 
the property were privately owned, even though it were idle, it would 
be subject to taxes. The taxes would pile up on it. If the Federal 
Government has no need for it I think presumably they would sell it 
and not just hold it there indefinitely. 

Mr. Moss. If they had a possible need in the event of a stepup in 
defense activity, the plant may be held for that purpose. 

Mr. Meaper. There are a good many plants, for instance this bomber 
plant I referred to, in which in the document of transfer the Federal 
Government reserved for 20 years a right of recapture, and I believe 
that was applied to many plants built during the plant expansion in 
World War II. It is possible that some are Reconstruction Finance 
Corporation plants and that would be a problem that would have to 
be covered if the evidence develops it has to be covered. Possibly 
some of these plants are not now used in any fashion for industrial 
and commercial production, but are used for governmental purposes. 
For instance, some of them might be used to store a lot of records 
or aircraft parts and the like. I don’t know of any such cases, but 
if property is used for a governmental purpose on a permanent basis, 
I wouldn’t want to see payments in lieu of taxes paid on that 
property. 

It. is possible that some plants were built which are now used for 
post offices. I wouldn’t want to see those taxed. I don’t know of any 
that are, however. 

Mr. Moss. You mean properties held by the RFC and transferred 
to any department ? 

Mr. Meaper. That is right. 

Mr. Moss. I have one in mind in Denver, Colo., where they have 
what they call the Federal City. It was an arms plant during the 
last war, held by the RFC. I think title was finally transferred to 
the General Services Administration. I would interpret that as com- 
ing under this bill, but it is operated as the center of governmental 
activities in Denver. Would it be subject to taxes? It would be no 
different than the Federal buildings in the District of Columbia? 

Mr. Meaper. If it came within the definitions of this bill. 

Mr. Moss. I think it would. 
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Mr. Meapver. I think there would be payments in lieu of taxes paid. 
I was not aware of that plant and perhaps there is some way of 
exempting those properties, but I would like to see which properties 
they might be. 

Mr. Moss. I think it was operated during the war by Remington 
Arms, and in my interpretation of this bill it would come under the 
terms of this legislation, but I think it would come within the terms 
improperly. 

Mr. Houtrreitp. Would the Congressman yield ? 

Mr. Moss. Yes. 

Mr. Houtrrenp. Isn’t it true that your bill is for 3 years, and during 
the period of 5 years these different impacts would occur, and at the 
end of 3 years you would have an opportunity of making such an 
adjustment as might be deemed to be necessary ? 

Mr. Meaver. That is correct. 

Mr. Houirieip. There will be situations arise such as the gentleman 
from California mentioned, and probably we would want to go in at 
the end of that time and make such adjustment as is necessary. 

Would the gentleman yield further for a question ? 

Mr. Moss. Yes. 

Mr. Mreaper. Might I interrupt just a moment ? 

I have before me the list of properties tentatively identified as 
subject. to payments under H. R. 5605 of the 83d Congress—that is, 
in the last Congress—and no property is listed by the Budget Bureau 
in that list for the State of Colorado, so the property you refer to in 
Denver, I would think, must have some different kind of characteristic 
which would not bring it within the bill—at least in the opinion of the 
Budget Bureau. 

If the gentleman from California would excuse me, I wanted that 
fact in the record. 

Mr. Moss. Does the Federal Government, in connection with these 
plants which are owned by the Government and operated by the 
contractor, aid the schools through this payment of funds to help 
support the schools of the community ¢ 

Mr. Mreaper. Yes, it does, but I think those Federal impacted area 
contributions are not necessarily related to tax exempt property, be- 
cause in my district the Ypsilanti School District, and the school dis- 
trict of Ypsilanti receive these contributions of federally impacted 
areas, although the plant I referred to, the Willow Run bomber plant, 
is privately owned and is on the tax rolls. 

Mr. Moss. Is it engaged in defense activity ? 

Mr. Mraper. No, it is making hydramatic transmissions for Gen- 
eral Motors. I don’t know of any defense contracts they have. But 
the community was built up originally to produce B-24 bombers. 

Mr. Moss. Would you provide : any adjustment or entitlement in the 
community where one of these pl: unts is located if it is drawing aid 
for school purposes, if your bill were adopted so they paid local taxes / 

Mr. Meaper. I would say the adjustment should be on the other end, 
if they were paying in lieu of taxes to local units of the Government. 
then the requirement for aid because of being a federally impacted 
area, could be either eliminated or reduced. 

Mr. Moss. Shouldn't we take care of that here because the local gov- 
ernment is going to try to get whatever it has legal entitlement. to 
receive / 
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Mr. Meaper. I think there would be difficulty in trying to arrive 
at a formula for payment in lieu of taxes other than to say they 
should pay an amount equal to that which would be paid if it were 
privately owned, because I think if you start making setoffs and ad- 
justments, that you will find you don’t have a workable formula. 

Mr. Moss. It would amount to almost dual payment if we are going 
to pay the taxes as though all property were held privately. In areas 
such as my own where we have considerable defense impact from 
federally owned airfields, my people would have the same entitlement 
for school aid but not the advantage of revenue from the property 
itself. 

Mr. Mraper. I don’t profess to have made a study of this question 
of educational aid as a dual contribution. 

Mr. Moss. Isn’t it a piecemeal attack on this program? You can 
bring about distorted conditions which would not be equitable, as they 
affect the various communities. 

Mr. Mraper. I think there is danger in anything we try to do. It 
seemed to me, after my study of the question, that this was the clearest 
class of federally owned properties to start on, if we are ever going to 
take any steps and do anything more than talk. I believe we could 
safely pay in lieu of taxes on these limited industrial properties and 
relieve the distress of some of these localities. 

Mr. Moss. Those are all the questions I have. 

Mr. Jonas. How do you justify making a differentiation between 
class of property conditioned in the terms of this bill and properties 
built by the Federal Government initially and then leased and now 
used for the same sort of activity as the plant in your district? 

Mr. Meaper. Of course these properties were built by the Federal 
Government through cen Defense Plant Corporation, but you are 
speaking now of, say, the Navy building one itself ? 

Mr. Jonas. Outside of the RFC. 

Mr. Meraper. I don’t know that I have any specific properties in 
mind to which you refer, built directly by a department of the Gov- 
ernment and then leased to private contractors. I might say that 
-there might not be any distinction in character between the property 
you mentioned and the property that would be affected by my bill, 
but I was trying to re a way of getting these particular industrial 
properties defined so I didn’t run into a lot of other problems and 
prior ownership by Defense Plant Corporation or the RFC seemed 
to define clearly one category of plants and would avoid other prob- 
lems in drafting legislation. It may be an artificial distinction, 
however. 

Mr. Jonas. If there are such properties as I described, you would 
concede they .would be entitled to the same consideration as those 
you have in mind? 

Mr. Mreaper. Yes. And I would say there are many properties 
outside of this limited class to which my pill refers on which payments 
in lieu of taxes ought to be made. But I don’t profess to have studied 
the whole situation on this point. I would say that this is an initial 
step which may be put into practice to show us the pitfalls in this 
program and the proper course to take in extensions of this payment- 
in-heu-of-taxes program. We can have the experience of operating 
onatemporary basis with these plants to guide us. 
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Mr. Jonas. You don’t have any real idea, if we once embark upon 
this program, that we would ever back up, do you? You put a 3-year 
limitation in here on a trial basis. The history of legislation of this 
character does not indicate that Congress would be apt to repeal the 
legislation. 

Mr. Mraper. You are in a speculative field. I don’t know as I can 
predict what Congress will do. It would have to take affirmative 
action or this authority would expire. 

Mr. Jonas. That is true. Have you given any thought at all to 
trying to put some escape provision in the bill which would keep the 
Government from paying under the gun of the local tax assessor, 
so to speak, put ourselves entirely in his hands by surrendering any 
right to help fix evaluations ¢ 

Mr. Youncer. Isn’t it true that in practically all counties they 
have a board of equalization to which they can appeal and also a 
State board of equalization on assessments ? Normally that process 
operates for the protection of the owner. 

Mr. Jonas. I would think that is true, but I think we are going 
now into an absolutely new field, that we haven’t had any experience 
in, and I was just wondering whether we ought to surrender the right 
to have anything to say about assessed valuations of these properties. 

Mr. Moss. Would you yield ? 

Mr. Jonas. Yes. 

Mr. Moss. I think that in California we have, for the necessity of 
assessing utility properties, the State board of equalization, which is 
given that job, so there is a uniform system statewide. It would not 
be valued at a higher rate than another, and we would be denied 
any opportunity, at least as far as the assessment was consistent with 
the policies of that community, to have any relief. We would have a 
variety of local assessments. 

Mr. Youncer. In each county, the board of supervisors would be 
the ones to which to protest. There is machinery for protest whether 
it be a Federal Government or an individual. 

Mr. Jonas. That is true, but in those cases you have a local com- 
munity dealing with local citizens; but in the opinion of some people 
the Federal Government is way off yonder somewhere, and I am_ 
wondering if there might be some cases in which local assessors might 
feel at liberty to help balance the local budget by taxing Uncle Sam 
out of proportion to the way he should be taxed. 

Mr. Meaper. Let me see, in all of these acts, such as the acts re- 
garding defense housing and other Federal properties which have 
made payments in lieu of taxes over the years, I don’t recall seeing 
any provision which would place the Federal Government in any 
different position than any other local taxpayer in setting his own 
assessment value. I don’t believe while these properties were on the 
tax rolls, and every plant I have referred to has been on the local 
tax rolls, I don’t believe the local communities have tried to lay the 
burden on the Federal Government. 

Mr. Jonas. Well, it could be frozen, which would eliminate any 
question. But that it would not be wise to freeze a valuation fixed 
several years, ago, because values might change up or down in the 
future. 

The Cuatrman. Thank you very much, Mr. Meader. 
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Mr. Meaper. I might say I have a copy of that Michigan Act in 
which Michigan tried to deal with this problem by State law. 

Mr. Howrey. May I ask one question of Mr. Meader? Is it 
not true that the necessity of these Federal agencies to come before the 
Congress for additional moneys in their budget to pay taxes on many 
of these properties which are being held would cause them to review 
the need of those properties and have the effect of having them in 
many instances disgorge properties, of which many of us believe they 
hold without cause and to the detriment of the local communities ? 

Mr. Meaper. I think there is a tendency for the Federal Gov- 
ernment to acquire properties and hold onto them, because it does 
not cost them anything to keep them. . 

Mr. Houirteip. There is a defense property in San Francisco which 
is occupying some very valuable land right close to the heart of the 
city, while across the bay there are hundreds or thousands of acres 
owned by the Government which might be used for the same purpose. 
But at the present time the military will not disgorge the Presidio 
lands because it is a very desirable place for the officers to live. It is 
very convenient for them to downtown, it is closer to downtown, and 
so forth. 

I can see where if that property, the Presidio, be assessed at the 
same rate adjoining property is assessed, and it came before the Ap- 
propriations Committee for the sum of tax moneys to pay that tax, 
that the Appropriations Committee might say: “Why don’t you go 
over and use some of that cheap land, which is 5 miles distant for 
military purposes?” I think this would be one of the best effects of 
your bill. I would be willing to go along with it on the basis of trial 
for 3 years and accept the risk of some of the inequities, such as my 
companions have brought up, and I think it would also make them 
disgorge much valuable land which they are holding for purposes 
which could be replaced by cheap land. 

Mr. Moss. Would the gentleman yield? 

Mr. Houtrretp. Yes. 

Mr. Moss. On that point, though, this is not in any way requiring 
payment of taxes on the property of the Presidio. 

Mr. Meaper. This bill would not reach military installations. 

Mr. Houtrrexp. I think the bill should go a little further, and I 
would be willing to go along with this, with the idea of going a little 
further later on to the extent it does apply. 

Mr. Youncer. My colleague from Los Angeles speaks for his dis- 
trict, but up north we want to take care of the Presidio ourselves. 

The Cuarrman. Thank you very much, Mr. Meader. 

Our next witness will be Congressman Cole. 


STATEMENT OF HON. W. STERLING COLE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Coie. Mr. Chairman and members of the committee, I appre- 
ciate your accepting my appearance in this unusual order, for the 
reason of accommodating me. I have to leave town early. It will 
not take me but a minute to express my view. 

I had previously prepared a letter to the chairman, expressing my 
thoughts, which I would like to submit as part of my statement. 














26 FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 


(The letter and insertions are as follows:) 


CONGRESS OF THE UNITED STATES, 
HIOUSE OF REPRESENTATIVES, 
Washington, D. C., July 13, 1955. 
Iion. WILLIAM L. DAWSON, 
Chairman, Government Operations Committee, 
House of Representatives, Washington 25, D.C. 

DEAR Mr. CHAIRMAN: I hope to be able to appear before your committee in 
support of H. R.. 6182. Because of the many witnesses scheduled and a previous 
commitment which forces me to leave Washington at noon, I am preparing this 
letter to be inserted in the record in the event I do not testify. 

I fully support H. R. 6182 and similar measures. The tmrany communities 
throughout the United States which have geared their budgets to include tax 
payments on valuable industrial property has been dealt a severe blow when 
such property has been removed from the tax rolls by the action of the Federal 
Government. I believe any reasonable person will agree that equity demands 
that these many communities be reimbursed in some measure for this tax loss 
which has, in some cases, necessitated a reduction in school and other services. 

I attach resolutions passed by the Town Board of the Town of Union, Broome 
County, N. Y., and the Board of Supervisors of Broome County, N. Y., together 
with an editorial from the Endicott Bulletin of Saturday, July 9, 1955. ‘These 
documents set out the essential facts concerning an industrial property near 
Endicott, N. Y., which is typical of the many properties of this type through the 
country. I draw your attention to these documents and the opinions which they 
express concerning the legislation now before this committee. 

It is not necessary for me to detail the many side arguments which exist 
in support of these measures. I know that the other witnesses at this hearing 
will fulfill this function. The arguments in favor are legion. The arguments 
against are few. This committee favorably considered similar legislation in 
the 85d Congress which was subsequently passed by the House of Representa- 
tives. I heartily urge you and the members of your committee to favorably 
consider H. R. 6182. 

Sincerely yours, 
STERLING COLE, 
Member of Congress. 


{From the Endicott (N. Y.) Daily Bulletin, July 5, 1955] 


Ir Is Farr AND Just THAT THE FEDERAL GOVERNMENT PAY TAXES ON THE 
WesTOVER PLANT RUN BY GENERAL ELECTRIC 

Hearings on a petition to Congress to pay money equal to the tax bill against 
the Westover defense plant operated by General Electric Co. will open at 10 
a. m. Wednesday; hearing will be held by a House committee in the House Othce 
building, Washington, D. C. 

Town of Union wants $71,725 taxes due annually from the Westover property. 
Supervisor Harold B. Christian is leading the drive to get the money for his 
town. Representative W. Sterling Cole is taking direct part in the effort too 
as he should. 

The $71,725 includes the State, county, and town tax, highway tax, Westover 
school district and other special district taxes against the property. 

The big plant is used to manufacture equipment for the Air Force. 

The Town of Union and the 40 other localities in the Nation with a similar 
problem involving defense establishments have a good case. We believe this for 
the following reasons: 

1. Taxes always were paid on the Westover plant until there was a_ policy 
change by a Federal bureau. Fact taxes were paid for many years by the Federal 
Government is evidence that there has been recognition of responsibility in the 
past. 

2. Precedent for larger political divisions of government paying local govern- 
ment taxes exists in the arrangements made for the relief of localities where 
State institutions take a large share of the assessed valuation of a special tax 
district. 

3. Right of the Federal Government to acquire any land or buildings it deems 
necessary cannot be questioned. This is particularly true when defense of the Na- 
tion is involved. But this right carries with it a corresponding responsibility 
for a recognition of the local government's problems, 
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4. Where taxes are not paid on a property by the Federal Government, the loss 
must be made up by other local property holders. In this Town of Union case, 
this has worked a particular hardship on the property owners of the Westover 
school district in which the General Electric operated plant is located. 

5. In this Town of Union case, we are discussing a defense plant. All of us 
are taxed for national defense as we should be. But the loss of taxes from this 
Westover plant means Town of Union residents are paying extra for the defense 
program. It is in the nature of an extra tax. 

The Bulletin believes that in fairness and in recognition of the equity sought 
by the Town of Union’s petition, the Congress should appropriate funds equal to 
the local tax bill on the Westover plant. These funds should be paid annually. 


(Resolution No. 8 by Mr. Christian, who moves its adoption. Seconded by Mr. 
C. Wheeler.) 


RESOLUTION REQUESTING OuR REPRESENTATIVES IN CONGRESS To Support BIL 
S. 2473 


Whereas Senator Knowland has introduced into the Senate of the United States 
bill S. 2473, which provides for payments to local governments adversely affected 
by the Federal use of certain properties in the production of defense material ; and 

Whereas this bill would provide for the payment of certain taxes and assess- 
ments on properties of the Federal Government in this community used in the 
production of defense material, particularly the town of Union in reference to 
the so-called General Electric plant located in said town: Now, therefore, be it 

Resolved, That our representatives in Congress are hereby requested to use 
their best efforts to accomplish the adoption of bill S. 2473 as a law; and be it 
further 

Resolved, That a copy of this resolution be forwarded to Senators Irving M. 
Ives, Herbert H. Lehman, William F. Knowland, Prescott S. Bush, Charles BE. 
Potter, Homer Ferguson, Joseph R. McCarthy, and Representative Tabor and 
Representative Cole. 

Carried. 


COUNTY OF BROOME, 
State of New York, ss: 

I, the undersigned, clerk of the Board of Supervisors of the County of Broome, 
N. Y., do hereby certify that I have compared the attached copy of a resolution 
with the original resolution adopted on the 5th day of __-_----_--__~ , 195__, by a 
majority of the members elected to the board of supervisors of said county at a 
regular meeting of said board and said copy is a true copy of said resolution and 
of the whole thereof. 

I further certify that at the time said resolution was adopted said board was 
comprised of _.____._ members. 

In witness whereof, I have hereunto set my hand and affixed the corporate seal 
of said board this _-_---_ GMP Of 232 RGR. 


[SEAL] Howarp DavIs, 
Clerk, Board of Supervisor of the County of Broome. 


At a regular meeting of the town board of the town of Union, Broome County, 
N. Y., duly called and held on the 6th day of July 1955, at the council room 
in the Town Office Building, 3111 East Main Street, Endwell, N. Y., at 1:45 
o’clock in the afternoon of said day, the following members were present : 

Hon. Harold B. Christian, supervisor, and Justices of the Peace Robert M. 
Eckelberger and Carlton E. Popple, and Town Councilmen Alexis W. Russin 
and Harry L. Jackson. 

The following resolution was duly offered by Justice Eckelberger who moved 
its adoption, to wit: 

Whereas during World War II the Defense Plant Corporation erected a 
manufacturing plant in the Hamlet of Westover, in the town of Union, Broome 
County, N. Y., and which plant is located within Common School District No. 11 
of said town of Union, Broome County, N. Y.; and 
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Whereas by mesne transfers said plant (now operated by General Services 
Corporation) on or about August 11, 1953, as a result of which said property 
has been removed from the tax rolls of said town of Union and said school 
district; and 

Whereas the total assessed valuation of the outside territory in said town 
of Union, according to the latest completed assessment (1954) amounted to 
$26,138,756, and by striking the said real property from the rolls of said town 
and school district, undue hardships were caused to the taxpayers in said areas 
of said town of Union; and 

Whereas legislation is now pending in the Congress of the United States 
which would permit the return of said property to the tax rolls of said town 
and school district, and to permit the town taxes and school taxes to be paid 
upon said premises in the same manner as if said real property were not owned 
by the United States of America: Therefore, be it 

Resolved, That the town board of the town of Union urgently requests the 
adoption of such legislation and that the appropriate legislation be passed by 
the Congress of the United States to permit the restoration of the assessed val- 
uatfon of said real property to the assessment rolls of said town of Union to the 
end that taxes may be collected thereon in the same manner as if said property 
were not owned by the United States of America ; and be it further 

Resolved, That the House Governor Operations Committee of the Congress 
now in session be requested to report the pending bill to the Congress for favor- 
able action; and be it further 

Resolved, That the town clerk of the town of Union be, and he hereby is, 
directed to mail duly certified copies of this resolution to Congressman William 
L. Dawson, Congressman W. Sterling Cole, Senator Irving M. Ives, and Senator 
Herbert H. Lehman. 

The motion for the adoption of said resolution was seconded by Councilman 
Russin. 

A vote was then taken upon the motion for the adoption of said resolution, 
which resulted as follows: 

Ayes: Russin, Eckelberger, Popple, Jackson, Christian. 

Noes: None. 

Absent: None. 

The resolution was then declared adopted. 

Donavtp E. Kitcnin, Town Clerk. 


STATE OF NEw YORK, 
County of Broome, 8s: 

I, Donald E. Kitchin, town clerk of the town of Union, Broome County, N. Y., 
do hereby certify that the foregoing resolution was duly adopted at 4 meeting 
of the town board of said town of Union, Broome County, N. Y., duly called and 
held in the council room, in the Town Office Building, Endwell, N. Y., on the 
6th day of July 1955, and that the said resolution was duly entered in the 
minutes of said meeting. 

And I do further certify that I have compared the foregoing copy of said reso- 


lution with the original copy thereof now on file in my office and that the same 
is a correct copy thereof and of the whole thereof. 


In testimony whereof I have hereunto set my hand and affixed the seal of 
said town of Union this 6th day of July 1955. 


[SEAL] DoNALD E. KITcHINn, Town Clerk. 


Mr. Coir. I appear for two reasons in behalf of the Meader bill. 
One reason is because in my district is located one of these plants 
which would be a benefit to the community in which the plant is 
located. 

My second is I favor the principle in general sought to be achieved 
by the Meader bill. Thé discussion here this morning has brought 
out the complexities of this problem. It is is sound to make payments 
in lieu of taxes for industrial purposes, then why not other types of 
properties, stores, apartment house, farmlands? The principle is 
the same. I disavow any thought of imposing liability on the Federal 
Government in making payments in lieu of taxes. 
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The only jurisdiction for this in principle is the dislocation that is 
caused to the local community because of the fact that the Federal 
Government, through the exercise of its power, extracts property 
which has previously been on the tax rolls, the tax income of which 
the local community has become dependent upon. In pushing that 
transfer from a taxable property to an immune property, I believe 
there is some liability on the part of the Federal Government. 

I would suggest that whatever bill is adopted that some provision 
be made to place a ceiling on the amount of payment in lieu of taxes, 
that they should not at any time be greater than the amount paid on 
that property at the time it was taken over, because, as was brought 
out, it is the temptation to impose excessive assessments on officially 
owned property that is taxable. 

I would suggest that the committee give serious consideration to a 
eneral law in which any property of whatever nature is taken over 
y the Federal Government for a period of the following 3 years, 

there be a payment from the Federal Government to the locality in 
taxes in order to give the local communities time in which to make 
appropriate adjustments, to absorb that adjustment which will have to 
be absorbed by the community. 

Thank you very much. 

Mr. Rreutman. I would like to ask you this one question: 

You would broaden the Meader bill to take in federally owned prop- 
erty in any community and require them to pay some portion of the 
taxes in the locality ? 

Mr. Corr. Yes. 

Mr. Rrewiman. I want to ask this question, Mr. Cole: 

Do you insist that that should apply to installations held by the 
Army, Air Force, and other services ¢ 

Mr. Core. I wouldn’t wait for 3 years. I would suggest the com- 
mittee give serious consideration to broadening the Meader bill to 
fabrication of a general law, the effect of which would be to impose 
upon the Federal Government the obligation of making payments in 
lieu of taxes for a period of 3 years following acquisition by the 
Federal Government of any real estate irrespective of its nature, and 
that can only be justified because of the dislocation this arbitrary 
action carried out by the Federal Government imposes upon the 
locality. 

Mr. Chairman, may I say that Mr. Christian, the supervisor of this 
community in which the particular plant is located, is a witness, and 
I would ask that you give him consideration when it is convenient. 

The Cuatrman. | will be happy to. 

Of these 5 bills, 4 are identical. One was filed by Mr. Donohue, of 
Massaschusetts. 


STATEMENT OF HON. HAROLD D. DONOHUE, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. Dononve. Mr. Chairman and members of the committee, may I 
express my appreciation of your courtesy and compliment you for 
scheduling, in the midst of your burdensome committee duties, this 
hearing on my bill, H. R. 7184, and other similar measures designed to 
alleviate a serious financial hardship affecting so many small commu- 
nities of the Nation. 
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The hardship originates from the loss of taxes on the real property 
of large industrial plants whose title of ownership is vested in a 
Government agency, but is operated by a private concern for profit 
under contract with some branch of the military for the production 
of essential war materials. In passing, let me mention that there are 
cases where such plants fulfill private contracts competitively for 
profit beyond their obligation to the military. 

The precise injustice occurs when a local community cannot tax 
Federal Government-owned property within its boundaries, although 
it furnishes essential services, such as highways, sewer disposal, fire 
and police protection, school facilities, snow removal, street lighting, 
and many other allied services to the operation of the plant, with 
resultant heavy tax increase upon the local residents. It is quite 
obvious, I think, that in a comparatively small community where a 
large plant of this type is operating, the injustice can be, and most 
often is, an intolerable burden upon the individual inhabitants and 
the distressed city fathers trying to plan community improvement. 

Let me make it clear here that I am not advocating the permission 
of local taxation on all Federal Government property, since we all 
recognize that such a policy would be prohibitive in cost. There are 
properties, such as national parks, mineral reserves, military instal- 
lations, and the like, which are not only owned by the Federal Gov- 
ernment, but occupied and used by the Government directly and 
immediately for public purposes, and for the greater part, these 
properties do not impose extraordinary burdens upon urban com- 
munities. 

My objective is directed toward those real properties that are occu- 
pied and used by private enterprises for profit purposes and in all 
aspects are undistinguishable from ordinary industrial properties, 
except for the accidental fact that fee title is held by the United 
States, thereby preventing the imposition of local taxation. 

A specific case is illustrated by the example of a situation currently 
existing within a community in my own congressional district. In 
the town of North Grafton, Mass., there is located a large industrial 
plant occupied and operated by the Wyman-Gordon Co., Inc., en- 
gaged in the production of heavy forgings under contract with the 
United Statés Air Force; it was originally built by the Defense 
Plants Corporation, and there is a Government investment therein, 
I am told, of approximately $80 million. The plant is now owned 
by the Reconstruction Finance Corporation and leased, in part, to 
Wyman-Gordon Co.; the portion so leased is taxed locally in the 
amount of $39,996. The estimated tax assessment upon the whole 
property by the town officials, if such assessment was permissible, 
would be $88,200 annually, which even now represents a tax revenue 
loss to the town of Grafton of $48,204 each year. 

That loss is severe enough in itself, but it appears that negotiations 
now in prospect will soon result in the complete removal of all local 
taxation on this — . That development will come about when, 
as is now planned, the plant ceases to be under RFC jurisdiction and 
goes to the General Services Administration for processing to the 
Air Force. Of course, when that happens, the payment of any taxes 
ceases because there is no authority under present law for either the 
GSA or the Air Force to pay taxes. Obviously, then, the town of 
Grafton will be faced with an insurmountable local tax problem and a 
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resultant economic hardship that I do not believe Congress intended to 
be placed upon any small American community. 

This, then, is, in brief, the situation my bill 1s designed to correct. 
You will note in the title of the measure these words: “to make 
temporary provision for making payment in lieu of taxes.” The 
wording was deliberately chosen because the burdens upon so many 
communities like Grafton are urgent, and I recognize that the rami- 
fications of this tax problem are large and complex. I am not suggest- 
ing that my proposal is a perfect or complete solution. I would 


welcome and most earnestly encourage the perfecting ideas and recom- 
mendations of all Members of Congress and other interested parties 


to help find the full and permanent answer. 
Meanwhile, I know the members of this committee will study the 


evidence presented here, and I hope it may be possible for you to 
favorably report an appropriate measure for the Congress to act 
upon before adjournment to at least temporarily correct the hardships 
and inequities being visited upon so many small communities like 
Grafton, Mass., through being deprived of taxes that by all the 
elements of fundamental justice, they should be permitted to levy in 
cases I have described. May I read and include a letter forwarded to 
me by the board of selectmen of Grafton: 


Dear Sir: Reference is made to a meeting with you held in Washington on 
June 27 regarding taxes on the Wyman-Gordon plant in Grafton Mass. The Se- 
lectmen and Town Council of Grafton were asked to supply the pertinent facts 
to show how the loss of tax revenues would affect our finances. At the time of 
the original purchase of land for the Wyman-Gordan plant in 1946 we were led 
to believe that the plant would be taken over eventually by the Wyman-Gordon 
Co. and taxes paid annually to the town of Grafton. 

Within the last month we have been informed that when the plant is trans- 
ferred from the Reconstruction Finance Corporation to the United States Air 
Force we can expect no more tax payments. 

To date the Reconstruction Finance Corporation has acquired approximately 
210 acres of land in the town of Grafton adjacent to an improved highway. All 
available land in the vicinity of the Wyman-Gordon plant has been purchased 
by developers and houses have been sold soon after completion. With the present 
trend of suburban building in the town surrounding the city of Worchester it is 
reasonable to assume that the tract of land now occupied by the plant would have 
been developed and built up, as follows: 

Figuring on 100- x 200-foot lots, leaving plenty of leeway for streets and side- 
walks, would have allowed two houses per acre, or 420 lots on the 210 acres of 
land. Average valuation of newly constructed houses in the same vicinity is 
$3,500 * * * 


that is the assessment of the asesed value placed on these houses by 
the town— 


the valuation on the 420 houses would have amounted to $1,470.000. Assessments 
at the rate of $60 per thousand would enable the town of Grafton to collect 


$88,200 in taxes annually instead of the $39,996 now paid by the Wyman-Gordon 
Co, through the Reconstruction Finance Corporation. 
In 1946— 


that is when the Defense Plant Corporation took over this land and 
started this building— 


at the annual town meeting, appropriations to be raised by taxation amounted 
to $254,942, while the same appropriations for the year 1955 amounted to 
$449,556. 


In other words, it increased by 100 percent. 


After a careful review of the above facts we believe we are justified in asking 
for some relief from our tax problem through whatever agency is in control of 











32 FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 


the plant in question, whether it be in the form of direct taxes or payment in lieu 
of taxes as proposed by some brancaes of the Government. 

We sincerely trust the above facts will be presented to the proper authorities 
and we know that you, sir, will do all in your power to obtain some relief in this 
matter for the town of Grafton. 

May I thank the chairman and committee members for your patience 
and attention; if there are any questions, I would be glad to answer 
them. 

The Cuamman. Are there any questions ? 

How do you explain, Congressman, that certain sections of this com- 
munity are asking private ‘industry to come in tax free, if they will 
build their plants in their communities; that the communities are 
granting them tax free plants in view of the business they bring in? 

Mr. Donounve. I can understand that where a town is seeking it. 
The town of Grafton didn’t seek this plant. They were going along 
very happily. And, fortunately, New England is in a different posi- 
tion than many other sections of the cauntry. We are in a very 
healthy condition up to a certain point. 

The Cuarrman. I asked you that question since New England is 
yelling to the high heavens because it is losing its industries, and it is 
losing them because of the beneficial tax situation offered in other sec- 
tions of the country. 

Mr. Jonas. You mean that is what they say? 

Mr. Dononvr. Of course, we don’t enjoy losing any of our indus- 
trial prosperity, but still again, I don’t believe that we should be fur- 
ther burdened with the problems that should be shared by the entire 
country when certain things were being done for a common cause or 
for the common defense. 

The Crarrman. Thank you. 

Mr. Moss. I wish to ask the same question I asked Mr. Meader. 
Would you think this applied to plants formerly owned by the Recon- 
struction Finance Corporation which were transferred to the Navy 
Department and being held now in a standby condition as a part of 
the national defense reserve ? 

Mr. Dononve. I think you would have to go further than that. If, 
say, a naval air station was being held now in a standby condition, of 
course all the personnel that were formerly on that naval air station 
would be no longer there. There wouldn’t be any necessity for main- 
taining schools, and so forth. 

Mr. Moss. What limitation would you impose on the bill? The 
legislation here is rather broad in what it would tax. 

“Mr. Dononve. I would say where a city or town can come in and 
present its case, where the maintenance of a military organization has 
seriously brought about 

Mr. Moss. You mean ona permissive basis ? 

Mr. Dononve. I think every case should be considered individually. 
1 don’t see how you can solve this problem by legislation that will 
be general in its application. 

Mr. Moss. My city has three major defense installations right 
around it. We have had a tremendous impact because of their being 
there. The county government in particular is called upon to per form 
services never envisioned at the time of the dr: ifting of our constitution 
and the granting of a base to a county government. The impact is 
just as great whether it is under private or under governmental opera- 
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tions. Would you extend this principle of payment in lieu of taxes to 
those installations ? 

Mr. Dononve. To installations that are being operated by private 
individuals ¢ 

Mr. Moss. No. Why does the magic of operation change the basic 
obligation of the Government if impact has occurred? Why should 
one community suffer a more excessive burden because the Govern- 
ment chooses to operate than another community where it contracts 
for the operation? ‘The impact is the same, the tax base is the same. 

Mr. Donouve. In other words, you believe that industries engaged 
in defense production shouldn’t pay any taxes ? 

Mr. Moss. No, I am not stating a view. I am merely trying to get 
a response to the question because we have the problem and I am 
wondering whether we are wise to approach it in a piecemeal fashion 
or whether it is one that should be faced and the overall policy 
adopted. You are still going to suffer discrimination and perhaps 
discrimination under legislation of this type where you recognize a 
problem and meet it one way and leave the rest of the problem which 
is much greater to meet. 

Mr. Donouvr. I might answer you by saying this: I don’t contend 
that my bill, which is very similar to Mr. Meader’s bill, is perfect, 
but I think that it is a step in the right direction and it brings the 

matter out in the open where it should be seriously and favorably 
considered because of the hardships that are being imposed upon 
certain communities in our country. 

The Cuarrman. Thank you, Congressman, for your contribution. 

Mr. Dononve. May I also make part of the record this additional 
statement of Hon. Philip J. Philbin? 

(The statement of Mr. Philbin is as follows :) 


STATEMENT OF HON. PHILIP J. PHILBIN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. Pumas. Mr. Chairman and colleagues, on May 11 our able 
and distinguished colleague, Hon. George Meader, introduced H. R. 
6182 to amend the Federal Property and Administrative Service Act, 
to make temporary provisions for payments in lieu of taxes respect- 
ing certain real property transferred by the RFC and its subsidiaries 
to other Government departments. 

Subsequently on July 5 my distinguished friend, Congressman 
Donohue, and I introduced similar bills to indicate our complete sup- 
port of Congressman Meader’s measure. 

I believe that this very able committee is fully aware of the problem 
that is posed by this measure. To give a brief illustration of my 
own interest I allude to a situation presently existing in the town of 
Grafton in the district represented by my able friend from Worcester, 
Mass., Congressman Donohue. 

Some few years ago during the war the Defense Plant Corporation, 
since gone out of existence, erected a large factory in that town for 
the account of the Air Force. The buildings cost about 5 or 6 million 
dollars of Government funds but the Air Force subsequently in- 
stalled very complex expensive machinery and equipment which 
cost in the neighborhood of 77 to 80 million dollars. In this latter 
equipment are two large heavy presses which fabricate among other 
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things, entire wings for aircraft under various pressures. One of 
these machines has a pressure capacity of 35,000 tons and the other 
50,000 tons. They are considered to be of great value and very high 
importance to Air Force activities. 

When Congress terminated the Defense Plant Corporation the 
RFC took over these properties as liquidating agent and has since 
that time acted as liquidator or trustee and in that capacity entered 
into an arrangement with the Air Force to occupy and use the prop- 
erty in question. The Air Force, in turn, made an agreement with a 
very substantial concern of Worcester, Mass., Wyman-Gordon Co., 
to operate the plant for its account and this the company has been do- 
ing for the past few years. 

Under this arrangement which, as the committee will observe, is 
in effect a three-party arrangement between the company, the Air 
Force and the RFC, according to its practice in such cases, the RFC 
has been paying taxes to the town of Grafton on the land and building 
only in the amount of about $40,000 a year. The personalty is not 
taxed as I understand it and, if it were, the taxes could not be levied 
by the community but would have to be levied by the Commonwealth 
of Massachusetts. ‘There is no proposal that I know of to tax the per- 
sonalty which includes the heavy and very valuable machines I have 
mentioned. 

However, as members of the committee can well appreciate, the 
$40,000 revenue from this property is a very substantial part of the 
town of Grafton tax levy. If, as is now proposed, the RFC transfers 
all this property to the Air Force, the properties will no longer be tax- 
able and while the town of Grafton will have to continue to furnish 
necessary educational and other services to the plant and its employees 
which include extensive water, sewer, streets, fire and police service, 
and school facilities it would, in that event, receive no revenue what- 
ever from the Government. Of course everyone will agree, I think, that 
this would be a great injustice. The industry has brought many new 
people into the town. They have bought homes and have settled there. 
They require expensive services from the town and the same is true of 
the industry itself. Certainly the town should get some revenue from 
this valuable property and it not only would be a great inequity but 
a hardship on its citizens if the town were to lose this revenue. 

My interest in this matter stems not only from the fact that it 
irs my friend Congressman Donohue’s district but also from 
the fact that a number of my constituents are employed in the plant 
and some of them have located in the town. 

Moreover, I feel this is a situation Congress should clarify because | 
there are numerous instances where towns have become dependent 
upon the revenue from plants similarly set up, and it is very unfair, 
in my opinion, to deprive these various communities of revenues 
which they need to discharge their proper functions. I believe that 
the question of the company’s contract and hence the employment of 
a great many of my neighbors and friends may possibly be at stake 
in this situation if it is not properly adjusted, Lonties at the present 
time the contract between the Air Force and the company is pending 
and has not been renewed as yet. I do not have full information 
concerning the details of this contract except that the company is 
running the plant for the account of the Air Force but if the com- 
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mittee should want further information in the matter I presume it 
can be readily available from the Air Force. 

The interests involved here are not only substantial but really con- 
cern millions and millions of dollars and it is only fair the town 
should receive some tax revenue from these properties and those who 
conduct them. 

I know that the committee will be glad to give Congressman 
Meader’s bill most careful consideration and I hope very earnestly 
you may in your wisdom, decide to report it favorably at an early 
date so that the situation it is intended to correct can be adjusted. 

I should like to say to my very distinguished and able friend the 
chairman of this splendid committee and to all the members that I 
have the greatest confidence in all of you and I am sure you will do 
everything you possibly can to achieve the remedial objective of this 
very worthy measure. 

Thank you all very much for your generous attention. 


STATEMENT OF HON. STEVEN B. DEROUNIAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Deroun1an. Mr. Chairman and members of the committee, I 
am very privileged to appear before this distinguished committee to 
discuss my bill ‘and that of Mr. Meader’s, Mr. Donohue’s, and Mr. 
Philbin’s. 

Naturally this is a very complicated subject. In the past the execu- 
tive branch has stated that it has had no report on the relationship 


between the Federal Government, the State government and the local 
government. 

For the sake of brevity, Mr. Chairman, I would refer to my testi- 
mony in the 83d Congress, Ist session, H. R. 5605, hearings held July 
20 and 21. So, I will not take time to repeat here what I said there. 

Something of timely interest, of course, is the recent report of the 
Commission on Intergovernmental Relations, and parts of that are 
very pertinent, and I will quote briefly. Starting on page 5 the 
Commission states : 


Since local governments have been primarily affected by the existing situ- 
ation, the committee proceeded from the compelling need to maintain robust local 
government. This is not merely in the sole interest of local communities. The 
States and the Nation share in the general interest to maintain financially sound 
local governments. On the other hand, the committee deliberately sought solu- 
tions which would safeguard the Federal Treasury from unwarranted demands. 
The interest of the Federal Government in maintaining its financial strength 
mirrors the vital interest which citizens of local governments have in the same 
subject. The situation, in the committee’s view, is one calling for balanced 
judgment and reasonableness. 

The goal of finding a solution which would help preserve financially healthy 
local governments is realized in the committee’s conclusions that the Federal 
Government should inaugurate a broader system of payments to local governments 
by reason of its property holdings and that these payments should be responsive 
to the property tax system as the system generally accepted for allocating 
among property holders the costs of supporting local government. 


Then it continues: 


The Federal Government should make payments in lieu of property taxes on 
the following categories of properties: (a) Commercial and industrial proper- 
ties * * * (b) Properties used or held for activities which serve primarily 
national or broad regional interests rather than those of the local public. 








36 FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 


So, there you have it, Mr. Chairman, that this Commission which 
the President appointed, and upon whose membership one of your 
distinguished pdiliieneed Mr. Holifield took part, has reported gen- 
erally that this is the fair thing to do. 

Unfortunately, in my district I have some properties in question 
which have imposed hardship on the communities. Realizing that 
my bill, H. R. 1781, is broader in scope than that of Mr. Meader, and 
realizing that we ought to get this solution started and not just talk 
about it, I am perfectly willing that Mr. Meader’s bill or a like bill be 
reported out with one amendment, to which Mr. Meader is agreeable, 
and which I will give to the clerk and to the reporter here. It would 
cover one of my cases in my district. 

As I say, we don’t want to get too much involved in the academic 
discussion of this subject, but 1 want to get it started and then we may 
improve where need be. So, I would certainly be in favor of report- 
ing out, Mr. Meader’s bill or any of the like bills which would then 
equalize the burden on these communities. For example, in my dis- 
trict there is, with respect to the Republic Aviation Corp., a plant in 
the village of Manorhaven, a corporation which pays to the Govern- 
ment a rental of $121,000 a year for real property plus 12 percent 
per year, or $39,622.60 for rental of personal property. 

In another case of Fairchild Corp., they pay a rental of $82,000 a 
year plus a rental of 12 percent of the acquisition cost of all machinery 
and equipment used by Fairchild. The Government here is getting 
something in return. 

I cannot see w hy the local governments should not be given fair 
treatment. I, therefore, recommend that the bill Mr. Meader pre- 
sented, or like bills, be reported out with an amendment which has 
been prepared by discussion between Mr. Meader and me and the 
Jegislative counsel. Mr. Meader and I have discussed this subject very 
thoroughly and we are agreeable to the proposed amendment. 

(The proposed amendment follows :) 


AMENDMENT Proposep to H. R. 6182 


On page 4, immediately after line 7, insert: 

Where real property was transferred on or after January 1, 1946, from the 
Reconstruction Finance Corp., to any person (other than a Government depart- 
ment) ; a mortgage or other security interest was retained in such property by 
the Reconstruction Finance Corp ; and because of such mortgage or other security 
interest, title to such real property subsequently vested in any Government 
department, then, for the purposes of section 703, such property shall be deemed 
to have been transferred from the Reconstruction Finance Corp. to such Gov- 
ernment department on the date title to such property vested in such Gov- 
ernment department. 


The Cuairman. The committee had a letter from the Treasury 
Department in which this paragraph appears: 

It is the view of this Department that consideration of piecemeal legislation 
of the scope comprehended by these bills should be deferred to afford both the 
Congress and the administration an opportunity to study the findings and recom- 
mendations of the Commission on Intergovernmental Relations and to formulate 
plans for comprehensive legislation concerning the status of Federal properties 
under State and local property tax laws. 

Have you any comment to make upon that? 

Mr. Derountan. The only comment that I can make is we have been 
waiting to study this problem for years, and the best way to get 
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at is to get it started, digest it. After that we can see how it works 
out and then i improve upon it, but I don’t think we are going to gain 
too much by letting this problem g get more severe, and as you have 
heard from other Members of Congr ess, they are quite severe in most. 
communities where these situations exist. 

The Cuarrman. That letter was signed by Mr. M. B. Folsom, who 
was a member of the committee which made the study. 

Mr. Derounian. The facts that I quoted would seem to indicate that 
the time for action is now and not too far into the future. 

The Cuarrman. Any questions of Mr. Derounian ? 

Mr. Jonas. One problem that worries me is whether it is fair to 
grant this relief in the limited classes that would be affected by the 
Meader bill and not have the legislation apply to cases which did 
not come from the Reconstruction Finance Corporation. 

Mr. Derountan. As you will find out when you hear from mem- 
bers of the executive branch, Mr. Jonas, the deeper you get into some- 
thing the more opposition there is going to be, and less is going to be 
done about it, whereas if, as we agree, certain parts of the problem 
have to be solved, we can continue ‘to solve it as experience shows us, 
and that is why I am in favor of getting a bill out this year to take care 
of these industrial plants. 

The Carman. I read a paragraph a few moments ago from the 
Acting Secretary of the Treasury, dated July 12,1955. Iam reading 
from the letter submitted to the C ongress : 

Inasmuch as the proposed legislation is of stop-gap nature and expires on 
July 31, 1955, the Department interposes no objection to its enactment in the 
expectation that comprehensive ‘egislation will have been enacted before that 
time. The Director of the Bureau of the Budget has advised the Treasury 
Department that it has no objection to the presentation of this report. 

I can’t see any conditions that have changed since then. If they 
recommended it then there is no reason why we can’t do it now as a 
stop-gap measure. That is signed by Mr. Folsom, too. 

Mr. Moss. That would represent a change in position, would it not? 

The Cuairman. I am wondering. Any other questions! 

Mr. DerountAn. My colleague, Mr. Keating, asked me if I would 
leave his statement to be incorporated in the record. 

The Cuarrman. This will be incorporated with the other statements 
that are now on the desk. 

(The statement above referred to is as follows :) 


STATEMENT OF HON. KENNETH B. KEATING, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NEW YORK 


Mr. Chairman and members of the committee, today you are dealing with a 
problem of grave proportions, which has long been neglected. In recent years 
the Federal Government has expanded its holdings of valuable real estate until 
the Federal public domain is appraised, according to recent figures, at some- 
thing around $80 billion, or $500 for each man, woman, and child in the United 
States. Uncle Sam holds slightly over 400 million acres, though, of course, this 
includes vast areas of Government land which is of low commercial value. 

The problem is that much of this real property is not wasteland or areas of 
low value, but valuable urban and suburban locations which would normally 
contribute generously in local taxes and which impose a proportionately high 
burden on local services and facilities. Some communities have been subjected 
to very great hardship on this account. I think it is eminently fair and proper 
that when any Federal property, excluding only those devoted to strictly gov- 
ernmental purposes, enjoys the benefits of local services it should contribute its 
fair share of local taxes. I was persuaded of the justice inherent in this propo- 
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sition way back in 1947, and have had a bill to effectuate it pending in Congress 
ever since, currently as H. R. 786, introduced by me on January 5, 1955. 

I regret that my bill, H. R. 786, is being considered by the House Committee on 
Interior and Insular Affairs, instead of having been referred over here. For in 
my view, H. R. 6182, now before you, does not go nearly far enough. By simply 
following properties once acquired through the Reconstruction Finance Corpo- 
ration and then transferred to other Government departments and agencies, H. R. 
5182 makes what seems to me a somewhat unrealistic concession. When such 
property is ultimately applied for a purely governmental purpose, it ought prop- 
erly to be exempted. When, on the other hand, any property is applied to a 
nongovernmental use, regardless of where the title to it may lie, it ought to make 
its proper contributions taxwise. My bill exempts Federal holdings in terms of 
their end use, that is, use in connection with any normal governmental function, 
and then provides a reasonably flexible basis for local taxation of the rest. 

I certainly do not intend to attack the purpose underlying H. R. 6182. It is 
definitely a step in the right direction. Asa matter of fact, the bill would benefit 
my own home communiy of Rochester, by bringing the Naval Industrial Reserve 
Ordnance plant, which is maintained there, into our local tax structure on an 
equitable basis. But I do commend the broader approach reflected in H, R. 786 
to your attention, with the respectful suggestion that you might also give it 
consideration in working out the most desirable form for his legislation. 

The Carman. I am anticipating that soon after Congress eed 
there will be a rollcall because of what transpired yesterday. If there 
is a rolleall, every member will want to answer it, and if there is a 
rolicall we will adjourn until 20’clock and meet in this room. But it is 
very important that the members answer the rollcall and I am saying 
that in order that the witnesses who are here might know the situation 
in which we find ourselves. 

I am now calling Mr. Claude E. Porter, who is the mayor of Adrian, 
Mich. 


STATEMENT OF CLAUDE E. PORTER, MAYOR, CITY OF 
ADRIAN, MICH. 


Mr. Porter. Honorable Chairman and members of the committee, 
I am Claude E. Porter, mayor of the city of Adrian, a community of 
approximately 18,400 population, located about 35 miles northeast of 
Toledo, Ohio, and 75 miles southwest of the city of Detroit, the munici- 
pality that considers itself to be seriously affected adversely because of 
the refusal of the Government to pay or to continue paying taxes be- 
cause of the transfer of a large parcel of property from the Recon- 
struction Finance Corporation to the United States of America. 

Mr. Meaper. Also, I wish to state for the record that the mayor is a 
former president of the Michigan Municipal League and served as a 
member of the Study Committee on Payments in Lieu of Taxes and 
Shared Revenues of the Kestnbaum Commission. 

The Cuarrman. Yes. 

Mr. Porrer. This large parcel was improved in 1942 and 1943 by an 
industrial plant reported to have cost in excess of $25 million. A 
policy was established and taxes paid until the year of 1952. 

In January 1953, a letter was received from the Department of the 
Air Force, located in Detroit, to the effect that taxes for 1952 would 
not be paid and that no future taxes on this property should be paid. 

To this date no taxes have been paid. A chaotic financial condition 
was caused in the city at this time because of the cancellation of taxes 
7 months after the beginning of a fiscal period, July 1, 1952, when 
budgets had been prepared based upon tax amounts which had been 
paid in previous years, amounts that 7 months later had either been 
spent or had been encumbered by firm commitments. 
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If you can imagine a situation like that? It is one from which, 
since 1952 our community has never recovered. 

In addition to furnishing all of the customary municipal services 
that would be extended to any industry in our community, this plant 
has created a number of problems throughout our entire residential 
area, and I would like to review briefly just a few of them. 

Announcement was made by executives of the plant some time ago 
that they would employ 100 or more men per month until they had 
an employment of between 1,200 and 1,500. 

More recently a statement has been made to the extent that the 
plant would ultimately employ 2,500 people. Because we are close 
to the metropolitan areas of both Toledo and Detroit, people desiring 
to get into smaller communities have moved into Adrian in great num- 
bers, some of them to secure employment and others to await the 
time when they could become employed in this community. 

Our school facilities have required expansion both by capital im- 
provement and by operating expense yearly. We have completed 
two new elementary schools and additions to many of the other schools 
in the community, at a cost of more than $1 million. The State of 
Michigan brought action against our community and secured a court 
order which required the city to build an addition to our sewerage 
disposal plant, and a trunkline system which cost over $1 million. 

We have been required to enlarge the facilities of our water filtra- 
tion plant, costing the city $580,000 plus. It was necessary to ex- 
tend a 12-inch water main from the water plant into the industrial 
area, which cost the city over $50,000, 

I would like to attempt to comment, Mr. Chairman, on some of 
the points which were brought out in previous statements that have 
been made. 

In Adrian there is a marked scarcity of both residential and in- 
dustrial properties. This plant occupies approximately 75 acres and 
it is very reasonable to assume that were this plant not on this 75 
acres, that it would be occupied by some taxpaying private industry. 

Since September of 1953 the city of Adrian has had three annexa- 
tion elections, which have carried by a substantial majority within the 
city of Adrian, but they have lost in the township government area 
proposed to be annexed and, therefore, they have lost completely. 

We have only a limited amount of industrial area in our community 
which can be used for industrial purposes. This plant occupies a 
large amount of it. In the very best of good faith the city of Adrian 
has enlarged its services to take care of what was expected might 
result from this plant, an expectation built up over the period of 10 
years, during which time taxes were paid by the Federal Govern- 
ment, and no indication was made at any time that they would cease. 

We have purchased a 75-foot aerial ladder specifically for use in 
the defense from fire should it occur in this plant; it is the largest 
plant in all of the area of the county. Some parts of it could not be 
served with fire protection without the services of such a ladder. 

We have expleyéi additional police and firemen. We believe that 
it is grossly unfair that this plant should be in competition with 
other industries carrying on private enterprise and paying taxes, 
located in our community or located elsewhere. It has been stated 
that presently it is occupied by the Bridgeport Brass Co., of Bridge- 
port, Conn., a very fine company. This plant is known as the 
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aluminum division of that company. It was leased primarily to 
expand their tube business into the aluminum field; fortunately, the 
plant was already equipped with machinery and equipment favorable 
to that type of manufacture. 

The Congressman made reference to this being a defense plant, 
and I would like to remark that in this case they do some defense 
activity ; but Adrian is only one community out of the many communi- 
ties in our country, and the defense activity that is carried on is 
beneficial to every community and every person wherever they may 
be located. We in Adrian are not asking the Federal Government to 
pay any premium because this plant is located in Adrian. We are 
only asking that the Government should pay a fair share of the cost 
of the services which are rendered to other industries and in which 
it arbitrarily shares. 

an : ’ 

There is a chamber of commerce approach to a situation like this, 
that was touched upon by one of the questions about the people 
clamoring for Government plants, and, admittedly, that happens in 
almost every community. You have had that same situation prevail 
with respect to the location and establishing of Government airports. 
There are different segments of the community, just as in the family. 
There are those that have to pay the bills. There are others that 
want more and more services, and have no interest in or responsibility 
for the paying of the bills. 

With respect to the assessed value, it is a very good point because 
during the time that the study Commission on Intergovenmental 
Relations was meeting, this was one of the areas that came up many, 
many times in their discussions. There seems to be a suspicion on the 
higher level with respect to what the assessor in the small community 
is going to do with the properties of this type. I couldn’t help but 
be reminded when that statement was made of the saying, “The King 
can do no wrong.” Is our Federal Government in the position that it 
can do no wrong, and that the authority should be entirely invested 
in it relative to how these matters should be heard? There are boards 
of review set up for the purpose, and beyond that there is an appeal 
to a State tax commission, and beyond that there is an appeal to 
the courts available in every area. 

I would like to cite an example of exactly what has happend in 
the city of Adrian relative to this plant, which it has been testified 
by our Congressman cost $25 million or more to build. In 1947 the 
city of Adrian had an entire, complete appraisal of all of the property 
in the city, including the property of this plant. It was an unusual 
plant for a community like Adrian. We employed the Clemenceau 
Appraisal Co., a disinterested, unbiased group from Cleveland, Ohio, 
at a large fee, to come in and do this work. All our dwellings were 
reappraised. When it came to this governmental plant, they in- 
vited in representatives the the Federal Government, the board of 
taxation of the State, and our local assessor and they came up with 
an assessed value of $2,633,000. Think of it. An assessed value 
of hardly 10 percent of the amount of the cost of erecting that plant. 
Certainly no one could put a finger on the assessing authorities in 
our area and say they were trying to take advantage of the Federal 
Government. That is not the basis even that we would assess a local 
industry. It was more considerate. Here authorities without prej- 
udice or interest came up with a figure and the city accepted it. To 
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this day it has never been changed in spite of the fact that we have 
had a changing economy, that there has been an addition built to 
the plant, that there have been additional things of a capital nature 
installed. 

Congressman Knox brought up the question relative to personal 
property. We in Adrian are talking in terms of real property. The 
xersonal property in the plan is not on the assessment rolls and never 
has been on the assessment rolls. 

The CHarrman. Do you subscribe to the theory of Chief Justice 
Marshall that the power to tax is the power to destroy ? 

Mayor Porter. Yes, that’s correct. 

The Cuarrman, I wish to tell you that [ am in sympathy with this 
bill. I think it ought to be passed, but I think the questions ought to 
be raised, because they are fundamental questions. You served on 
the Kestnbaum commission 

Mayor Porter. May I correct you, sir? I served on the Study 
Committee on Payments in Lieu of Taxes, which study committee 
report was given to the Intergovernmental Relations Commission, and 
its report has been submitted to the President prior to June 30. 

The CHarrman. Some members of that Commission are asking 
that we defer that matter and wait for a comprehensive report. Do 
you agree with them ? 

Mayor Porrer. I heard the reading of the paragraph from Mr. 
Folsom’s letter. Mr. Folsom was a member of this study committee 
and we debated and discussed the problems of payment in lieu of 
taxes very thoroughly during the meetings. Mr. Folsom, in general, 
subscribed to that report. There are some footnotes in the report you 
will note by Mr. Folsom in some areas, particularly the cutoff date 
area and the treatment of the so-called windfall area upon which he 
made some personal comment. 

In the approach to this subject, over a long period of time, there 
has been a concerted effort always to postpone and delay and delay and 
delay for one cause or another. It is like two men standing on the 
edge of a river and debating which one will throw the rope or what 
kind of a rope will they throw, and, in the meantime, the subject is 
going down and down and down, This has cost the city of Adrian in 
excess of $217,000 from their schools, their city, and their county, in 
the years 1942, 1943, and 1944, money that should not have been lost. 
The reason for the necessity of all the bonding programs for services, 
which I have mentioned to you, is that we have not been able to accom- 
plish these things by annual taxes. We have had to bond the city 
because of tax limitations, and we are reaching the point where we 
can no longer bond. Currently we are forced to, and are, purchasing 
land for a $2 million high school that we must have. People have 
come into the community bringing their children with them. Many 
others are young people that you expect to, and do have children. 
They are here. It is not a matter of speculation and they must be 
educated. We had to have two elementary schools this year and soon 
they will have to have a high school. 

Mr. Moss. I wonder if, on that point, I might ask a question. This 
would grant-relief, apparently, to about 60 communities. We are told 
some 60 plants are affected. We have a great many communities faced 
with the same difficult problems because of a different character of 
defense activity. Now, you talk of the bonding. My communities 
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have not only bonded, but my State government, in order to meet the 
impact of education, has had to adopt an emergency program of aid 
to distressed school districts, and many of my prt districts have 
exceeded their bonding capacity and are now looking to. the State 
government for the distress aid in order to meet their problems. Yet, 
this is just a piecemeal approach. It doesn’t go into the entire subject. 
It won’t deal equitably with many, many communities that are just as 
badly distressed as Adrian. 

The Cuatrman. May I ask the Congressman a question? With 
regard to the situations included in this bill, do you believe that what 
they ask is equitable? 

Mr. Moss. Well, I am not certain whether I do or not. There is a 
principle involved here, and I don’t know what the cost might ulti- 
mately be. 

The CuartrmMan. Do you believe these communities are entitled to 
relief, the ones named in the bill ? 

Mr. Moss. Well, I haven’t had an opportunity to study the plants. 
I don’t know how many of them are actually operating or how many 
might be on a standby status. 

Mr. Meaper. Mr. Chairman, might I interject at this point? I 
want to call the attention of the committee to the study made by the 
Legislative Reference Service for the Committee on Interior and 
Insular Affairs, May 13, 1954, reviewing this problem over the course 
of the years. It is an excellent volume. The introductory statement 
by the chairman of the committee at that time, Mr. Miller, points out 
that there were 18 bills providing for payment in lieu of taxes pending 
before the Interior and Insular Affairs Committee at that time. I 
think any general payment in lieu of taxes legislation probably would 
be referred as a matter of committee jurisdiction to the Interior and 
Insular Affairs Committee. The reason this bill is before our com- 
mittee is because it is an amendment to the Federal Property and 
Administrative Services Act, and it is questionable in my mind 
whether this committee might have the jurisdiction to act upon all 
types of payment-in-lieu-of-tax bills. 

In other words, it deals with surplus property essentially, and that 
is one reason that such bills would setebnnrtly be piecemeal legislation 
if they come before this committee. 

The CuarrmMan. Does that mean if this is passed, then, it will make 
it easier to solve other situations? 

Mr. Meaper. I think this legislation might serve to be the pilot 
plant, so to speak, in this whole field of payment in lieu of taxes. 
Undoubtedly, there are other properties that have just as equitable 
a case as the limited number of properties defined in this bill, but 
on this point of piecemeal legislation, I would just like to read one 
page from this excellent report. It is quoted in the introductory 
section of the report, and is as follows: 


LEGISLATION—WHAT AND WHEN? 


Doubt is expressed that any one piece of legislation can provide the answer 
to the problems here posed. It appears that one single agency, to act as a 
clearinghouse for payments-in-lieu proposals, must be established. 

Realistic approach suggests—and the attitudes of several national organiza- 
tions reflect this suggestion—that piecemeal legislation (initially, at least) may 
provide the only satisfactory solution. The National Association of County 
Officials, in 1953, concluded: “Past efforts looking to the enactment of com- 
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prehensive legislation have failed partly because they attempted too much. 
Federal properties are held under a variety of conditions; no blanket formula 
can easily bring about the desired balance between local and Federal interests.” 

Experience has conclusively proven that the problem cannot be solved by 
enactment of piecemeal legislation, but as a general approach, we must concen- 
trate on first relieving thuse aspects of the problem which have grown in recent 
years. For it is that part of the problem which has caused the oppressiveness 
of the present situation. When that immediate problem has been taken care of, 
needed amendments can be adopted from time to time to alleviate other inequi- 
ties which continue to exist. 

Put another way, impact victims are more interested in a curative-preventive 
Federal role than a historic assurance which announces, in effect, that “should 
the victim expire, a full-blown Federal wake will be arranged by the agency 
responsible.” [Laughter.] 

That is why defense of this legislation as piecemeal legislation, it 
seems to me, stems first from the fact that our committee has juris- 
diction in one sphere but not in the entire field of payment in lieu 
of taxes, which would probably go to the Interior Committee, and 
secondly, let’s take one step which is clear on a situation of recent 
origin, and point the way to the solution of the complex problems 
which are bound to arise in this field. 

Mr. Moss. Actually, isn’t this more restrictive than that? You are 
not taking an entire field and dealing with it. Even in the matter 
of defense plants you are only biting off part. Those particular 
plants formerly held by the Reconstruc ‘tion Finance Cor poration and 
where title has passed from them to another governmental agency. 
There may be other plants comparable in every respect which would 
not under this legislation be required to pay any in-lieu payments to 
local government. 

Mr. Meaper. I think that is correct. 

Mr. Moss. So you have only a phase of this particular problem. 

Mr. Brownson. Mr. Chairman. 

The CHatrMan. Congressman Brownson. 

Mr. Brownson. There are other plants such as the Allison holdings 
in Indianapolis, some of which are held by General Motors and others 
of which are leased by the Government and which present the same 
problem to our community there as the problem here, but they might 
not be covered in this legislation. I am asking for more information 

concerning the Allison plant right now. 

Mr. Moss. That is the point I was making, Mr. Brownson. I be- 
lieve this isn’t general enough as it affects this particular problem. 
If we are going to go into it, I think it should be on a basis which 
tends to be fair to communities having the same problem, regardless 
of the divesting of title. 

Mr. Meaper. What I am afraid of, Mr. Chairman, is that if we wait 
until we take care of all that is to be taken care of —— 

The CHatrrman. You think it easier to amend and include than 
not to have any legislation on the books at all and to just sit by wait- 
ing for a comprehensive study to be made which may never come, is 
that it? 

Mr. Mraper. Yes. And as far as the executive branch of the Gov- 
ernment is concerned, I doubt that those gentlemen are quite as sensi- 
tive to the conditions in local communities as those of us who have 
to face our constituents. 
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The CHatrman. I understand after meeting your mayor why you 
have been on my neck. [ Laughter. ] 

Are there any other questions you would like to ask? 

Mr. Moss. I was interested in whether or not your city levies per- 
sonal property taxes on the industries ? 

Mayor Porter. Not upon the Federal Government. 

Mr. Moss. I realize that, but on the—— 

Mayor Porter. The company is required to file a report of personal 
property, and taxes will be levied against it the same as personal 
property in any other area of the city. They are a private enterprise. 

Mr. Moss. I wanted to deal with another point—which, certainly, I - 
can understand—where you have knowledge of your local tax assessor 
and certainly have confidence in his fairness, and you might resent 
the implication that some tax assessors would take advantage of an 
opportunity to assess against the Federal Government, but I think 
it is highly possible that that might occur. I am reminded that, in 
my State, because of conditions which existed a number of years ago, 
the levying of taxes or the assessing of the valuation on utility prop- 
erties was given to our State board of equalization in order to insure 
that there would be uniform treatment of utilities operating in a 
number of counties. 

There certainly is great disparity between the assessing practices 
of various local governments. As the Federal Government is going 
to be placed in the role of a taxpayer, I think it should be placed in 
the role of paying only its fair share, and that that should not be 
entirely determined by local authority. 

Mayor Porrer. If I might be permitted to comment with respect 
to this statement, the machinery is already available for the Govern- 
ment to make objections the same as any private individual industry 
or commercial enterprise would do, and, certainly, the Government has 
greater facilities at their disposal for bringing to bear an objection. 
If there is any unfairness, and I recognize your point which very well 
could be speculative; unfairness might exist, and because it does not 
exist in our community proves a point only in our community. 

Mr. Moss. There is one other point. I have noticed that the Fed- 
eral Government in disposing of these plants frequently realizes a 
very small percentage of the total cost, and some consideration must 
be given to the ability of the Government to recover if it should decide 
to sell the plant. In my opinion we haven’t been getting good returns 
on the plants we have sold. That should be given some consideration. 

Mayor Porter. Congressman Meader testified to the substantial 
amount paid by this company in our area. That money is, I believe, 
being paid to the Air Force. I have never seen their contract. I 
understood the negotiations were held with the division of the Air 
Yorce in Dayton, but certainly they are profiting handsomely from the 
plant, and they are not paying taxes in a similar manner to that 
required of any other landlord that leases property of any description. 

Mr. Moss. Well, $150,000 a month on an investment of $80 
million 
Mr. Meaper. $25 million. 

Mr. Moss. In plant and equipment or just in plant ? 
Mr. Meaper. | can’t answer that question. 



















45 


FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 





Mr. Moss. Because, on an amortization basis, that might not be a 
very large rental. I haven’t figured it out; it would take a little 
time. 

Mr. Mraper. Mr. Chairman, might I ask Mayor Porter, since he 
was president, if he has any authority to speak for the Michigan 
Municipal League, or knows of their attitude on legislation of this 
kind ¢ 

Mayor Porrer. Mr. Chairman, I am very happy that this question 
has come up because I have a statement that I would like to file with 
your committee, as a former president of the Michigan Municipal 
League, relative to their opinion, and I would be very happy to read 
this. It is brief. If I may have your permission, I will read it. 
The CuarrMan. Yes. 

Mayor Porter. Thank you. [Reading:] 


The Michigan Municipal League is a statewide, nonprofit association of cities 
and villages organized in 1899 for the improvement of municipal government 
through cooperative effort. The league represents 385 municipalities in 
Michigan. 

The Michigan Municipal League urges enactment of H. R. 6182 introduced 
in the House of Representatives by Hon. George Meader. This bill, if enacted 
into law, will afford relief to a substantial number of municipalities through- 
out the country, including several in the State of Michigan, who have suffered 
tax losses as a result of the transfer of real property by the Reconstruction 
Finance Corporation and its subsidiaries to other Government departments. 

The transfer of property from a Federal agency which pays taxes to one that 
does not, has a serious impact on revenues from general property-tax sources 
in a number of municipalities. Among those municipalities in Michigan directly 
affected by this legislation, the most serious situation exists in the city of Adrian. 
In 1952, as a result of the transfer of the Bohn Aluminum Co.’s United States 
Air Force manufacturing methods pilot plant, Adrian suffered a loss to the 
general fund of $87,958. The seriousness of this tax loss becomes more important 
when it is realized that this amount constituted approximately 9 percent of 
the city’s tax receipts. Other municipalities in Michigan directly affected are 
the city of Detroit, the city of Bay City, and Muskegon Township. 

In Michigan, heavy reliance is placed upon the general property tax as a 
revenue source inasmuch as it is the only taxing power available to local units 
of government. This fact makes it readily apparent that continuity of col- 
lection of property taxes is of real significance to the fiscal soundness of a 
municipality. Budgets have been planned and fiscal obligations incurred on 
the basis of collecting taxes from properties on the rolls. The sudden deletion 
of an important part of the assessed valuation strikes at the very heart of 
municipal fiscal security and places a sudden and undue burden on those tax- 
payers whose properties remain on the roll. 

It is realized that this is but a temporary solution to a relatively small part 
of the entire pay-in-lieu problem. Nevertheless, immediate corrective action 
is urged in this instance, due to the special hardships imposed upon those munic- 
ipalities affected by the sudden termination of important tax sources. In this 
connection, it is pointed out that the properties involved are industrial plants, 
and providing such plants, together with the large number of employees brought 
into the various communities to man their operations, with municipal services, 
has placed additional burdens on municipal facilities. Conscientious efforts to 
meet these additional needs, involving, in some instances, the incurring of 
financial obligations over a period of years, should not be met by a sudden 
deprivation of legitimate tax resources by the administrative act of transfer- 
ring property from one Government agency to another. While it is recognized 
that a much broader problem exists in the matter of in-lieu payments by the 
Federal Government to local units of government in line with the recent recom- 
mendation made by the Commission on Intergovernmental Relations, it is sub- 
mitted that the conditions sought to be corrected by H. R. 6182 involve hardship 
cases and demand immediate corrective legislation. 

In view of the foregoing, the Michigan Municipal League urges favorable 
consideration of H. R. 6182. Thank you. 
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I would also like to file a statement in behalf of the city of Adriar 
with your secretary. As reference before has been made to the _— 
of the Intergovernmental Relations Commission that was placed on 
the desk of the President prior to June 30 of this year, I would like to 
read this excerpt from page 108. It is very brief. It is relative to 
pay in-lieu-of taxes: 

The Commission recommends that the National Government inaugurate a 
broad system of payments in lieu of property taxes to State and local govern- 
ments. The most important class of properties on which such payments should 
be made is commercial or industrial properties. 

The Commission believes that these payments are necessary to help preserve 
financially healthy local governments. Present tax immunities of Federal prop- 
erty have weakened many local governments. 

The State and the National Government share in the responsibility for avoid- 
ing actions which impair the financial ability of local governments, 

Equity as between Federal and local taxpayers requires the National Govern- 
ment to make appropriate payments. These should be based largely on the 
property-tax system, which is the main source of local revenue. 

Thank you very much. I appreciate the privilege of appearing 
before your committee, and I trust that you will act favorably on this 
bill. 

The Cuarman. The hearing will be adjourned now until 2 o’clock. 

(Whereupon, at 12:35 o’clock the committee recessed to reconvene 
at 2 p.m.) 

AFTERNOON SESSION 


The CuarrMan. Will the committee kindly come to order. 

Homer R. Marson, president of the Detroit Board of Assessors. 

Mr. Marson. Yes, sir. 

The Cuarrman. Will you identify yourself for the record ? 

Mr. Marson. Mr. Chairman, members of the committee, I am 
Homer R. Marson, president of the Board of Assessors of the City of 
Detroit. I am appearing here this morning to represent the city of 
Detroit at the request of Hon. Albert E. Cobo, mayor, who speaks 
in behalf of the American Municipal Association, Michigan Municipal 
League, and the city of Detroit. 

The Cuarrman. How long have you occupied that position 

Mr. Marson. Practically ‘8 years. I have been in the city govern- 
ment of Detroit for 35 years as budget engineer, assistant budget 
director, city controller, and city assessor, presently in charge of 
assessment of personal property. 

The CuairMan. Proceed. 


STATEMENT OF HOMER R. MARSON, PRESIDENT, BOARD OF 
ASSESSORS, CITY OF DETROIT, MICH. 


Mr. Marson. I appear to urge the committee to report favorably on 
H. R. 6182. This morning you are considering a bill, the principles 
of which have the unqualified and unanimous approval of all of the 
most reputable organizations representing State, county, and local 
government in the United States. 

A sample listing of these organizations is more ample and eloquent 
testimony than anything I can say. This bill is supported in prin- 
ciple by ‘the American Municipal "Associ lation, the National Associa- 
tion of Assessing Officers, the Federation of Tax Administrators, the 
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Municipal Finance Officers Association, the National Institute of 
Municipal Law Officers, the United States Conference of Mayors, the 
National Association of County Officials, and the Council of State 
Governments. It is my opinion that they unanimously support these 

rinciples and thereby ‘local government in the United States appears 
eles you this morning to urge favorable consideration of this bill. 

President Eisenhower, in a special message which he sent to Con- 
eress in 1953, said: 
The matter of the adequacy of fiscal resources available to the various levels 
of government to discharge their proper functions must be carefully explored. 

And finally, both party platforms appear to support the principle 
in this bill. The Republican platform says: 

That there is a need for * * * reallocation of fields of taxation between Federal, 
State, and municipal governments so as to allow greater freedom to the States 
and municipalities * * * to meet their obligations more efficiently. 

Any study of the loss of local tax revenues through Federal prop- 
erty acquisitions reveals that the subsequent tax exemptions are a 
serious threat to local self-government in the United States. The 

rapidly growing amount of “federally owned real estate has reached 
the point, in some instances, of some local governmental units. The 
transfer of property from a taxpaying st: atus to a Federal or nontax- 
paying status, has had serious impact on revenues from property tax- 
ation in literally hundreds of units of local government in dozens of 
States. 

We all know that taking property from local tax rolls does not lessen 
the need of nor the demand for local government services. All it 
does is weaken the tax resources from which those services are sup- 
plied. Governmental services cost money. For the most part the 
services of government, aside from national defense, are performed 
by local government. The major tax source of local government is the 
ad valorem property tax. If local government is to be deprived of its 
legitimate tax resources, then local government either fails to provide 
the services, imperils its financial integrity, or turns to the Federal 
and State Governments for aid. We are strong advocates of local 
home rule. We believe that local government should have an adequate 
tax base so that it may provide proper local services without the 
necessity of turning to the State or Federal Government for assistance. 

As long ago as 1943, after studying this problem for 2 years, the 
Secretary of the Treasury submitted a report to the Congress in pur- 
suance with Senate Resolution 160 of the 77th Congress. “That report 
said: 

Federal payments in lieu of taxes on Federal properties located within the 
boundaries of local governments presents one of the more difficult and less 
satisfactorily handled problems in intergovernmental relations. The problem 
has been aggravated by the Federal acquisition of large tracts of land * * * and 
other defense facilities. These acquisitions often create difficult local financial 
problems because they deplete the local tax base, and because in many instances 
Federal properties make it necesssary for local governments to expand govern- 
mental services. 

Members of the Committee on Government Operations, one of 
the great virtues of this bill before you this morning is that they 
finall get around to treating this problem which has been with us 
for these many years and which to date has not been successfully 
dealt with. In my opinion, this bill is merely a start toward the 
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solution of some of these problems which presents a method of ap- 
proach in manageable proportions and even though it is not com- 
prehensive enough, it has great merit in a beginning or interim solu- 
tion from which progress may be made. 

I would like to express myself in relation to the specific impact 
of defense activities on local governments. Many local communities 
are overrun by armed service and defense production installations. 
Federal fiseal ‘help has been given to the aeeiies in such areas, but 
other local service problems such as police, fire, water, sewage dis- 
poets health, and others need to be supported, too. And in many 

vases they need to be expanded to take care of the increased load 
aah upon them by Federal action. 

During World War I and also World War II local communities 
became increasingly alarmed by the amount of real estate especially 
that which was being exempted from their taxrolls and by the finan- 
cial impact upon them because of the demand for additional services. 

As I have said before, this is an interim bill which affects real 
property transferred from the Reconstruction Finance Corporation, 
or any of its subsidiaries, to another Government department, but 
there are also other problems which present more shocking condi- 
tions than those of which may be encompassed by this bill. 

For the consideration of the committee, I would like to present an 
illustration from Detroit whereby the property known as the Detroit 
gear division of Borg-Warner was sold to the United States Navy 
in the amount of $672,500 in 1946, and from 1946 to 1953 both land 
and buildings were tax exempt. 

On March 4, 1948, the United States Navy leased 95,000 square 
feet of the building to the Detroit Ge ar, a division of Borg-Warner, 
for a rental fee of $4,000 per month. Another instance which is 
rerhaps as shocking is the history of the property of the old Stude- 
ees plant. 

On June 24, 1942, the property was sold to the United States of 
America. The land and buildings were exempt from taxation for 
the years 1942-45. During years 1946 to 1948 taxes were received 
on this property pursuant “to a provision in the lease between the 
War Assets and a corporation occupying the property. Upon ex- 
piration of the lease the Timken Axle Co. moved out and the build- 
ings were again exempt for the years 1949-50. On October 5, 1950, 
we found that the buildings were again occupied by the McCarthy 
Root Co. and some of the land was used by the Timken Axle Co. 
for parking purposes. We contacted the General Services Admin- 
istration and Government agencies handling the property and _re- 
ceived a reply in December 1950 stating that the property was not 
subject to local taxes as it was owned by the United States of America. 
The property has been exempt for the years 1951, 1952, and 1953. The 
McCarthy Root Co., which is now known as Jefferson C o., has been 
renting this property from General Services Administration since 
1950, 

Renting space as of December 1953 are the following: Western 
Electric Co., Continental Motors Co., Federal Motor Truck Co., 
Michigan Trading Co., and others. The Jefferson Co. also uses space 
for storage, manufacturing, and packaging. 

On February 1, 1955, the General Services Administration wrote us 
that the Department of the Air Force has requested that we be in- 
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formed of the fact that the 






property known as Timken Axle Plant 


is the property of the United States and is exempt from taxation. On 
January 1, 1955, the Jefferson Co. was still renting the property. 

It would appear to any fair-minded person that those Government 
properties which are in competition with the local properties, and for 
which the Government of the United States derives rentals, should 


bear their fair share of the local ad 


valorem taxload. 


We are aware 


of many Government properties other than those cited where Federal 
ownership is an excuse for nonpayment of taxes to support of local 


government. 


When one considers that a healthy metropolitan environment must 


survive on the ad 


valorem tax, it is a rule of thumb that this area must 


be supported by ad valorem taxes derived two-thirds from commer- 
cial and industrial properties and one-third from residential proper- 


ties. It is the lifeblood of local government. 
is the power to destroy these revenues. 


The power to exempt 


We who are concerned with the destiny of local government read 
with considerable encouragement the June 1955 report of the Com- 
mission on Intergovernmental Relations, wherein it is recommended 
that the National Government inaugurate a broad system of payments 


in lieu of property taxes to State and local governments. 


The most 


important class of properties on which such payments should be made 


is commercial and industrial property. 


In the State of Michigan 


tangible personal property as well as real property bear the same rate 
of taxation and should be treated in a like manner 

The Commission believes that payments of ad valorem tax are neces- 
sary to preserve financially healthy government. 
munities of Federal property have we: akened m: iny local governments. 
States and the National Government share in the responsibility in 


avoiding actions which impair the local government. 


Present tax im- 


Equity as be- 


tween Federal and local taxpayers require the National Government 


to make appropriate payments. 
erty-tax system, which is the main source of local revenue. 


These should be based on the prop- 


We recommend that this committee consider the principles set out 
in the report of the Commission on Intergovernmental Relations. 

I cannot leave this hearing without calling to your attention the 
shocking and terrible blow which has just come to the city of Detroit 


and the metropolitan area. 


In some States they levy a tangible per- 


sonal property tax, and Michigan is one of the States that levy a 
tangible personal property tax, bik 3 h constitutes approximately one- 


third of our ad v 


alorem tax base. 


I speak here of the partial-payment- 


clause provision in war contracts that provides that when any partial 
payment is made, regardless of total amount, on a defense contract, 
that that has the effect of passing title to all of the property used in 
raw materials, the inventories, 
tools, dies, and so forth, and taking from the property-tax rolls all 
property that is being used by private manufacturers on a Government 
Under this new gimmick, title passes when partial 


producing the implements of war, the 1 


defense contract. 
payment is made on a contract for defense production. 


It has just been ruled in Federal district court that this property 
was not taxable and Detroit and the metropolitan area is faced with 


the repayment of approximately $ 


companies. 


2,350,000 of taxes to 15 industrial 
You representatives in Washington may not consider 
this a large amount, but the impact on the finances of our local gov- 
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ernments is indeed serious. We do not have access to sufficient reserve 
funds to take these body blows lightly. They hurt and you can do 
something about this sorry treatment. : 

The sovereignty of the United States must be recognized as must 
be that of the States. No one disputes the basic importance of an 
adequate defense production. The location of this production in- 
volves many factors—security, manpower, industrial facilities, know- 
how, and countless others. Should a community that offers advan- 
tages for defense production pay a disproportionate share of the 
cost of defense or should the cost be shared equitably and nationally ¢ 
To ask the question is to answer it. 

We are aware that the Members of Congress are very close to the 
people. We know that you realize the necessity of strong local gov- 
ernments, adequately financed. And, we also know you realize that 
in order for local government to be strong we must protect the major 
tax resources of these communities. 

For these reasons we urge immediate favorable consideration of the 
legislation before you this morning. 

Thank you for this generous allotment of your time, and if there is 
anything that I can add to it, I will be glad to answer any questions. 

The Cuarrman. Mr. Jonas / 

Mr. Jonas. No questions. 

The Cuamman. Mr. Holifield? 

Mr. Ho.irretp. No questions. 

The Cuarrman. Mr. Henderson? 

Mr. Henperson. No questions. 

The Cuarrman. The last illustration you gave, see if I correctly 
understand it. You were talking about personal property; were 
you not? 

Mr. Marson. Yes, sir. 

The Cuarrman. And where you had been collecting from an exist- 
ing industry on their personal property and they got a Government 
contract, did I understand you to state that from that time on, that 
all of their personal property was exempt from taxation ¢ 

Mr. Marson. That is right. Under the so-called partial-pay- 
ment—lI will be as brief as I can—a corporation enters into a contract, 
defense contract, with a partial payment, we will say in the amount of 
$5 million, and the corporation accepts a downpayment of $1,000. 
All of that $5 million is exempt, whether it occurs this year, next 
year, or whenever it occurs. 

The Cuarman. Are you talking about the cost of the contract ? 

Mr. Marson. I am talking about the entire cost of the contract and 
the entire materials, labor, and machinery, and so forth, that are 
acquired under that contract. 

The Cuarrman. I still am not clear. There is an existing indus- 
try; you collect personal property tax for their machinery, and so 
forth ¢ 

Mr. Marson. Machinery, equipment, inventory, and so forth. 

The Cuatrman. They get a Government contract, there is a down- 
payment on that contract. From that minute you cannot collect on 
that machinery, and so forth ? 

Mr. Marson. We cannot collect from taxes on the inventory or ma- 
chinery which is purchased for that work or anything that is 
bought 
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The Cuatrman. For the Government contract ? 

Mr. Marson. For the Government contract. 

The Cuarrman. But you would continue to collect on all the ma- 
chinery and equipment that they owned prior to that time ? 

Mr. Marson. Yes, sir; I believe we have in some instances. But, 
in general, anything that was purchased under this contract or bought 
under this contract is exempt from taxation in Michigan. It was so 
ruled by the district judge within the last 2 weeks. 

Mr. Jonas. The Federal district judge ? 

Mr. Marson. Yes, sir. 

Mr. Jonas. Was that a suit by the city? 

Mr. Maxson. It was a suit by the Murray Corp. against the city of 
Detroit to collect taxes that they had paid under protest. 

Mr. Jonas. The city plans to appeal that decision, doesn’t it ? 

Mr. Marson. Well, I believe they do. It has not been definitely 
decided. They have 30 days to appeal. 

Mr. Jonas. I am like the chairman; I don’t understand how it is 
possible for that sort of a ruling to be made. There must be some 
facts about it that I don’t think either one of us understands. 

Mr. Marson. I believe there are other cities and tax jurisdictions in 
the country that are more sorely beset than we are. But, after all, the 
area around Detroit doesn’t take lightly $2,300,000 repayment of 
money that has already been spent for local government, to have to 
make it up next year and pay it back. 

Mr. Youncer. I think when Congressman Wilson appears to- 
morrow, Mr. Chairman, I think you can get a pretty good statement, 
because both Los Angeles County and San Diego are up against some 
$15 million in refund. But that comes from the assessment of mate- 
rial that is going into airplanes as inventory. And it doesn’t apply 
to anything except what the Government considered it owns. 

Mr. Marson. That is right. I didn’t feel that I could leave here, 
even though that has nothing whatsoever to do with this bill, but to 
give you some insight as to what is happening. 

Very simply, the position that we take: If any government is going 
into the business of rental of property and deriving the income there- 
from, that they should pay ad valorem taxes the same as anyone else. 
If they are going into competition with rentals for property, I can see 
no reason why, whether it is the Federal, State, or local government, 
it shouldn’t be paying taxes. 

In other words, the city of Detroit, if they have property which is 
not used for governmental purposes, it pays taxes the same as any 
other individual. And I think that—that now applies to the State, 
and I believe it should be continued on with everyone else. 

The Cuarrman. Thank you very much for your contribution. 

Mr. Marson. You are welcome. 

The CHatrrman. Mr. Champney. 


STATEMENT OF ALBERT E. CHAMPNEY, DIRECTOR, BUREAU OF 
TAXATION OF WAYNE COUNTY, DETROIT, MICH. 


Mr. Cuampney. Mr. Chairman and members of the committee, my 
name is Albert E. Champney. I am director of the Wayne County 
Bureau of Taxation, Detroit, Mich. I am a past president of the 
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National Association of Assessing Officers, and I was a member of 
the Study Committee on Payments in Lieu of Taxes and Shared Reve- 
nues for the Intergovernmental Relations Commission. 

May I be seated, Mr. Chairman ? 

The CuarrmMan. Yes. 

Mr. Cuampney. The rising chorus of local government complaints 
throughout the country about tax-revenue losses suffered because of 
the exemption from local taxation of federally owned properties is 
clear evidence of a growing concern over the financial integrity and 
independence of local units as vital components of our total system of 
government. 

This concern, while naturally voiced first by directly affected local 
officials, should be shared by thoughtful citizens everywhere and by 
government officials at every lev el_—F ederal, State, and local. The 
power and effectiveness of our magnificent Federal and State Govern- 
ments derive from strong, virile, independent local governments serv- 
ing the intimate community needs of the people. 

Fears for the financial security of many local governments have 
multiplied in recent years because of the enormous increase in Federal 
property holdings, particularly since 1939. A very large percentage, 

valuewise, of expanded Federal property holdings ine ludes properties 
of a character which are normally and tr aditionally privately owned 
and subject to local taxation. These are chiefly industrial and com- 
mercial properties associated with defense production activities. 

The almost. fabulous extension of Feder al ownership of properties 
in this category has multiplied the number of local units of govern- 
ment directly affected adversely by the immunity from taxation which 
attaches to these properties. Many urban and suburban areas 
throughout the country, formerly unaffec ted by Federal property 
owner ship, now find themselves unable to raise sufficient property tax 
revenue to meet growing community needs. 

In many such areas the expanded local needs stem in large measure 
directly from the use made of exempt Federal property. “The prob- 
lem has been particularly acute in the case of school districts, but 
other local services have also been seriously affected. 

Implementation of the Federal procurement program has operated 
to place disproportionate burdens on many areas—burdens which 
ought euasably to be borne by all taxpayers of the United States. 
Federal procurement from private contractors producing in privately 
owned plants has, of course, left the production facilities subject to 
local taxation, in accordance with the laws of the State of situs. On 
the other hand, production of goods for the Federal Government, 
through the use of federally owned or ne production facilities 
operates to relieve such properties from the obligation to contribute 
to the costs of local government. Thus, under present laws, with 2 
physically identical plants producing identical goods for the Federal 
Government, 1 might be completely taxable by local units of govern- 
ment; the other might be completely exempt from location taxation; 
or it might be partially subject to taxation, depending upon the agency 
or instrumentality of the Federal Government holding title to and 
exercising control over the property. 

Included among the very limited number of federally owned prop- 
erties which are now subject by congressional consent to local taxa- 
tion are real properties of the Reconstruction Finance Corporation or 
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its subsidiaries. Transfer of title, or perhaps even control of such 
properties, to other Federal agencies or instrumentalities lacking ex- 
press consent of Congress to pay local taxes operates to remove them 
from taxable status even though they may continue to be occupied 
and used by the same private lessee who occupied them under RFC 
taxable ownership. 

A considerable number of such RFC real properties has been so 
transferred and many local communities, including at least two in 
the State of Michigan, have been suddenly burdened with serious fis- 

cal problems as a result. In both cases (the city of Adrian and the 
serveaiahite of Muskegon) the total tax sath has been materially Sey 
by administrative transfers of title within the family of Federal 
agencies. 

H. R. 6182, as we understand it, merely seeks to provide immedi- 
ately, and for a very limited period, real property tax-equivalent pay- 
ments to local units which have suffered direct losses in taxing capac- 
ity because of the mere formality of title transfers by the Reconstrue- 
tion Finance Corporation. Obviously, this bill affects only a smail 
part of the Federal properties which ought to contribute to the cost 
of local government if any balance of equities between Federal and 
local taxpayers is to be achieved. 

Similar proposed legislation, after consent approval by the House 
of Representatives in the last session, elicited the objection that it was 
piecemeal legislation and should be deferred until completion of the 
study and report of the Commission on Intergovernmental Relations 
covering the whole subject of Federal p: ryments in lieu of taxes and 
shared revenues. The report of this Commission is now complete and 
has been presented to the President. The payments proposed in H. R. 
6182 are clearly within the broad system of payments recommended 
by the Commission. 

Neither the county of Wayne nor any of the local units of govern- 
ment within it will be directly benefited at the present time “by the 
provisions of the proposed bill. We are, however, deeply concerned 
that the Congress give early and careful consideration to the enact- 
ment of a compr ehensive program for payments to local governments 
on account of Federal properties such as recommended by the Com- 
mission on Inter-Governmental Relations. 

Passage of the bill here under consideration as an interim measure 
to provide a modicum of immediate relief for the distressed districts 
affected should not in any way interfere with the broader overall 
program recommended by the Commission. 

We believe that enactment of the proposed legislation will serve 
immediately to encourage local governments throughout the country 
in the belief that Congress intends to seek a general solution to this 
problem which poses a serious hazard to the maintenance of strong, 
financially independent local government. We respectfully urge your 
favorable dices. ‘ation of H. R. 6182. 

Mr. Chairman, if I may, I would like to make a very brief comment 
on one matter that was discussed at considerable length this morning, 
in connection with some fears expressed that assessing officers, loc al 
assessing officers, might be inclined, under the terms of H. R. 6182, 
to overvalue the properties involved. 

May I respectfully remind the committee, in the first place, the 
properties involved under this bill, as we understand it, are prop- 














54 FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 


erties which have been paying taxes through the Reconstruction 
Finance Corporation. Under the terms of that act, the properties were 
locally assessed by the local assessor, placed upon the tax roll, and 
taxed the same as other properties. 

Under the bill now being considered by your committee, the owning 
department, having received the property by transfer from the Recon- 
struction Finance Corporation, is merely required to make a payment 
which would be equivalent to the amount of taxes which would be 
levied against the property, were it private property and subject to 
taxation. 

This means, apparently, that the amount of the payment would be 
administratively determined by the Government-owning agency. 
This provision is very similar to the provision in the Lanham Act, 
which provides that the Housing Authority shall make payments in 
lieu of taxes equivalent to the taxes which would be received had 
not the property been exempt; and that has been administratively 
interpreted by that Federal agency for many years to mean that the 
Federal Government determines the value on the basis of which the 
tax is computed, or the tax payment. 

I merely wish to make that comment, Mr. Chairman. I will be glad 
to answer any questions. 

The CuarrMan. Any questions to be asked of Mr. Champney ? 

(No response. ) 

The CuHairman. You do appreciate that the taxes that were col- 
lected from the RFC—that arrangement was legislatively authorized. 
Once you change title, there is no alternative; once the title was taken 
from RFC, there was no alternative, but to notify you they would 
no longer pay taxes, because it was not legislatively provided that 
they might. So it is to cure this situation by the necessary legislation 
that this bill is filed. But no injustice or wrong was done to anyone 
by any head of any department, because they could not do otherwise 
than notify you. 

There is no luw which would enable them to deal with you to pay 
taxes. 

Mr. Cuameney. | do not wish to be understood, sir, as registering 
a complaint about the administrative position taken by any depart- 
ment. 

The CuatrmMan. I merely used you to make it clear to those as- 
sembled here, that no injustice is being done anyone. It is just a 
procedure of the law, the law requires it. 

Do you have a question 4 

Mr. Pincvus. Yes. 

Did I understand you to say that you interpret section 703 of these 
bills as giving discretion to the head of the department as to the 
amount that he would pay ¢ 

Mr. Cuampnry. In response to your question, I intended merely 
to say that since the act does not prescribe the procedure by which the 
tax equivalent is determined, I assume that the determination would 
be made by the paying agency as it is under the terms of the Lanham 
Act. 

Mr. Pincus. Doesn’t the section provide mandatory language that 
the head of the department shall pay to the appropriate State and 
local tax author'ties an amount equal to the amount which would 
be payable to such authority if legal title had been held by a private 
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citizen? I am just trying to get your interpretation. It would seem 
that that mandatory language would remove all discretion from the 
head of the department or agency. So if that is not desirable, then 
perhaps this language ought to be changed. 

Mr. CHAMPNEY. The act, as we read it—and I merely offer the com- 
mittee my own view of the language in connection with what I know 
to have been Federal administrative interpretations of similar pro- 
visions—in this case the obligation of the owning agency is to pay 
a tax equivalent payment. There is no provision for “subjecting , and 
no consent granted to subject the property to local taxation. So that 
no official act with respect to the property could be taken by local 
assessing officials. 

Mr. Pincus. In other words, it is your inter pretation that without 
a section in the act permitting a suit in the United States district 
court, there would be no enforcing authority for the local authority 
to make sure that this provision is complied with on the part of the 
head of any governmental agency? It would rest with him in his 
discretion to finally make the payment ? 

Mr. Cuampnry. I would say that the only limitation apparent on 
the owning agency’s administrative determination would be within 
the area of reasonableness. The judgment of the assessor not having 
been exercised officially, I think that any determination within the 
area of reasonableness would be within the discretion of the ad- 
ministrative officer, or the Federal officer. 

Mr. Jonas. Since this bill expires by its own terms, it would have 
to be reenacted in a few years, if it is to become permanent legisla- 
tion, and since the proponents of the bill speak of it as a sort of a 
pilot operation or an experimental effort in the direction of the prin- 
ciple involved, would you object to a modification or an amendment 
which would tie down the amount the Gover nment would have to pay 
to the amount of taxes paid during the last year in which taxes were 

paid ? 

Mr. Cuampney. Well, I realize, sir—and I included in my state- 
ment a comment—that the bill deals with a very limited number of 
situations. The only justification in my own view for this bill, as 
opposed to a general bill covering all of these situations, is that here 
is a case involving properties upon which taxes have been paid pre- 
viously by express consent of the Congress. They are all within the 
general categories of properties which the Intergovernmental Rela- 
tions Commission has suggested should be subjected to payments. 
Now, if you limit the property, or rather the amount of the tax pay- 
ment, to something based upon what they paid before, then the pay- 
ment is not responsive to the tax—the ad valorem tax system. There 
may have been substantial physical changes in the property which 
would place an entirely different value on it. I believe, since you 
asked the question directly, sir, that the payments should be equivalent 
to taxes computed currently. 

Mr. Jonas. It amounts to sizable sums of money in individual cases 
For example, $195,000 a year to 1 of your tax units in Michigan, on 
1 of the items of property. And several of the individual cases—here 
is one in Illinois that involves $287,826 a year in tax payments. So, 
sizable sums are involved. 

Mr. Cnampney. Yes. And for that very reason, sir, they are very 
crippling to the local units who are losing that revenue from them. 
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Mr. Jonas. But how do you justify—or how do you distinguish be- 


tween the desirability of the Government paying taxes in these cases. 


and not pay taxes in the cases where the Government acquired the prop- 
erty, other than through the RFC, and is now using it in the same 
manner as these properties are being used ? 

Mr. Cuampney. Well, I don’t think, sir, that there is any real justi- 
fication for distinguishing between the types of property which you 
have mentioned, o‘her than the mere expedient of immediately giving 
relief to a class of properties where Congress had previously deter- 
mined they were entitled to payment, pending the development of an 
overall program. My own position would be that if Congress were 
prepared at this moment to adopt a broad system of payments, such 
as recommended by the Commission, that would take care of the whole 
situation. It would be unnecessary to have this specific bill. 

But pending the development of that, this seems to be a clear case in 
which payments have already been paid, and they have been de- 
prived—local units have been deprived—of them by the mere for- 
mality of transfer of title to the property. 

The Cuarrman. Thank you very much. Did you have a question ? 

Mr. Younaer. Yes. 

The CuarrmMan. Just one minute. 

Mr. Youncer. To go back to this determination of the tax to be 
paid. You seemed to express some fear that the head of the agency 
might determine the assessment under this bill. 

Mr. Cuampnry. I didn’t express—I didn’t intend, sir, to express 
any fear. I merely wanted to point out that at least under one view 
of the language used here, there need be no fear that local assessors 
would be acting improperly in placing a larger value on the property 
than should be placed. 


I feel that the discretion is largely within the owning agency, the- 


Federal Government. 


Mr. Younger. I don’t think the owning agency does have any dis-- 


cretion, because the law as written here, as I would read it, it is to pay 
the same tax as if the real property were privately owned. Now, the 
only way to determine what that property would pay in the way of 
taxes if privately owned, would be by a regular assessment. 

Mr. Cuampney. But, of course, it is completely exempt from taxa- 
tion, and there can be no regular assessment. 

Mr. Youncer. I mean when this bill goes into effect, it would apply 
to those properties. 

Mr. Cuampney. But the local assessor can only assess properties 
which are subject to taxation. 

Mr. Youncer. These will be subject to taxation if this law passed. 

Mr. Cuampney. They will be subject to payments in lieu of taxa- 
tion, but not to taxation, sir. There would be no official assessment of 
the property by the local official. 


Mr. YounGer. But it says—the taxes in lieu shall be the same as the: 


taxes would be if the property were privately owned. 

Mr. Cuampney. Yes. 

Mr. Youncer. Which would mean that the local government would 
go out and assess the property? They would have to, wouldn’t they ? 

Mr. Cuampney. May I direct your attention to the provisions of 
the Lanham Act, which provide that the Federal Housing Authority 
shall make payments to local units, taxing units, equivalent to the taxes 
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which would have been paid had not the property been exempt from 
taxation. 

Under that act, the Federal Public Housing Authority and its suc- 
cessor have been actually changing the values, in some cases, deter- 
mined by a local official, for the property, because they have virtually 
made their own assessment. They have said, for example, in some 
cases, in some parts of the country, that the assessment suggested by 
the assessor represents a higher ratio of true value to assessment, or 
assessment to true value. 

The Cuatrrman. Will the gentleman yield? 

Mr. Youncer. Yes. 

The Cuatrman. Counsel has a clarifying statement to make. 

Mr. Pincus. Mr. Younger, I believe Mr. Champney may be correct 
in his inference, because section 704, which follows section 703, spe- 
cifically exempts this property, in case of a failure to make or even to 
make timely payment of any payment, from any of the usual legal 
foreclosures, liens, and so forth. So that it would seem that com- 
bining section 703 and 704, and without any specific authority for any 
local jurisdiction to institute a suit against the United States in order 
to enforce payment, that the analogy to the experience under the 
Housing Agency would be correct, as ‘these bills now stand. 

Mr. Youncer. W ell, that may be true. I am trying to get just 
one idea of fixing the amount of taxes to be paid. Now I know of a 

case in San Francisco, where the case of public housing, the county 
assessor went out and assessed all of the property. And they reached 
their taxes on the basis of the county assessment, just the way the 
county would assess it if it were privately owned. I assume that that 
same process was being used all over. 1 am rather surprised to find 
that it is not used in Michig: an. 

Mr. Cuampney. The normal procedure—lI have no specific reference 
to Michigan in this case—the normal procedure would be to deter- 
mine from the assessing officer what he suggested as the value. If 
that appeared to be reasonable, the Federal administrative officer 
would accept it and apply the local tax rate to it and make the 
payment on that basis. But where they feel that the figure is out of 
line, my point is that the Federal agency has rather clearly the 
power to adjust that to a reasonable figure. 

So they are not subjected to arbitrary actions by local assessors, 
which there was some fear expressed of ‘here. 

_Mr. Younger. This morning it was expressed. 

Mr. Cuampney. Yes. 

The Cuarrman. Thank you. 

Mr. Jonas. Our experience in the Lanham Act cases indicates that 
the question is somewhat justified, isn’t it, without an escape clause ? 
You have stated yourself that in many instances the Administrator 
had to refuse to make the payments based on the assessments made 
locally ¢ 

Mr. Cuampnery. I think I should prefer to put it this way: That 
there have been some differences of opinion between the local officials 
and the owning agency as to value. 

Mr. Jonas. All of the differences being that the owning agency 
was trying to get the value down? 

Mr. Cuampney. That is right, sir. [ Laughter. ] 
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Mr. Jonas. You didn’t have any contrary experience / 
Mr. Cuampney. Yes, sir. 

The Cuatrman. Thank you very much. 

Mr. Harold B. Christian. 


STATEMENT OF HAROLD B. CHRISTIAN, SUPERVISOR, TOWN OF 
UNION, ENDICOTT, N. Y. . 


Mr. Curist1an. Chairman Dawson, Mrs. Harden, gentlemen of 
the committee, my name is Harold Christian, I am supervisor of the 
town of Union in Broome County, N. Y., which, for purposes of 
identification, is in upstate New York, along the Pennsylvania-New 
York State line. 

Mr. Champney, who preceded me, presented the case, [ thought, 
very thoroughly, very clearly and distinctly, so I shall confine myself 
to our own particular problem, which involves a Government-owned 
facility in the unincorporated community of Westover, presently 
occupied by the Genera] Electric Co. 

Unfortunately, I haven’t had the opportunity to study the bill as 
introduced by Mr. Meader, or the other, which I would assume com- 
panion bills, nor the recommendation from the Commission on Inter- 
governmental Relations. 

I do know this, however, that by the exemption of this property 
from taxation, local taxes, it has created a hardship to the local tax- 
ing units, and particularly in a school district, the Westover School 
District. It has roughly an assessed valuation of $10,500,000, and 
the Government-owned facility is assessed at $2,450,000. 

To get back to the question of the local taxing authorities, I might 
mention that, in passing, I understand that in the early forties this 
building was constructed at a cost of some $7 million, with some addi- 
tions since that time. And I don’t think that—and I think you will 
agree—the assessment of $2,450,000 is out of line or out of reason or 
trying to hold the Government up. 

In that same connection I believe in all fairness to the local com- 
munities, the Government does not want to be put in the position of 
being subsidized by a small community. Only equitable payments 
would be expected. 

I think you certainly will agree it does weaken the local govern- 
ments, not only in the school district, but in your State and county 
and your special district taxes. 

I have nothing further. 

The CHairmMan. Any questions? 

(No response. ) 

The Cuarrman. Thank you very much. 

Mr. Curist1an. Thank you very much for the opportunity, gentle- 
men. 

Mr. Brownson. Is the property that he is discussing mentioned in 
that list of plants affected, published in 1954? We have here a list 
of 60 properties that would be affected by this partial legislation taken 
from the Senate report. I wondered if this property that you were 
mentioning was specifically included in that list. ; 

Mr. Curist1an. I believe it is. Is that the pamphlet that was out 
last year? 

Mr. Brownson. Yes. 
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Mr. Curist1an. Yes, I think it is. I think you will find it listed 
there as in Johnson City, N. Y. Westover is just outside the cor- 
porate limits of Johnson City. 

Mr. Brownson. Thank you very much. 

The Cuamman. Mr. Huffcut. 


STATEMENT OF R. BOYD HUFFCUT, ASSESSOR AND PRESIDENT, 
NEW YORK STATE ASSESSORS ASSOCIATION 


Mr. Hurrcur. Mr. Chairman, ladies, and gentlemen of the com- 
mittee, my name is R. Boyd Hutfcut; I am assessor of the town of 
Union, N. Y. Iam presently president of the New York State Asses- 
sors Association, and the New York State chairman of the National 
Association of Assessing Officers. 

The CuarrMan. Have a seat, 

Mr. Hurrcur. As my presence here is a spur-of-the-moment event 
I have no prepared statement tomake. As our grievance period ended 
yesterday afternoon at 5 o’clock, in respect to my own municipality, 
I would like to strongly reiterate everything that Mr. Christian has 
said just prior to my coming up here. 

And as president of the New York State Assessors Association, and 
speaking for these assessors, I can say that all assessors in New York 
State are certainly anxious for legislation, broad legislation, which 
would guarantee payment in lieu ef taxes on all defense plants used 
for manufacturing. 

The CuarrMan. You can assure us, if this bill is passed that the 
assessors in New York won’t hold up the Government ? 

Mr. Hurrcurr. I can’t safely say I can speak for all of them, sir. 
| Laughter. | 

But I think I can speak for a large majority of them, and as State 
chairman of the National Association of Assessing Officers, I am not 
authorized to speak for that organization. But I am sure that my 
distinguished colleague, Mr. Champney, who is a past president of the 
organization, would : agree that many, many members of that organiza- 
tion are cert: uinly in “favor of such a bill. And as far as anything 
additional I have to add I will bow in deference to Mr. Champney 
Thank you. 

The Cuairman. Any questions? 

(No response. ) 

The Cuarrman. Thank you very much, sir. 

The next witness is Mr. DeCorbo. 


STATEMENT OF EDWARD A. DeCORBO, MAYOR, NEW CASTLE, PA. 


Mr. DeCorso. I am Mayor Edward A. DeCorbo from New Castle, 
Pa., representing a community of 50,000 people, and just in passing 
I will say that I am president of the Pennsylvania League of Cities, 
which has no bearing on the : appeal here today. 

I want to thank this committee for giving the city of New Castle the 
honor of presenting their case here this afternoon. Quite a few points 
have been delivered here today that sort of coincides with ourselves, 
and yet, we feel that we have a little unique problem which differs a 
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little along the line. I have submitted 75 copies with your staff. I 
also have a brief here that I would like to leave with you gentlemen. 

We only have the one copy here at the present time. 

It is a little lengthier than I am going to submit here today. When 
the United States Steel Co. ceased operations at its New Castle plant, 
the city leased from it what was known as the Old Nail Mill. The 
city used it for several years, as a center for all of its street and sewer 
equipment and supplies. 

Of course, I want you to know this happened long before I was the 
mayor. This is going back a few years. Weare going to bring you 
from the very beginning of what happened to the present date. The 
building was ideally suited for this use. It was a long, large building 
extending the whole length of the north side of the Steel Co. property. 

[t had a dirt floor, with 2 or 8 standard railroad sidings entering 
the eastern end from Moravia Street and extending the whole length 
of the building. 

The floor was completely covered with heavy steel plates, so that 
the city trucks could drive any place in the building to dump or load 
cinders, and sand, and other heavy supplies. 

In 1940, it was learned that the steel mill property was to be dis- 
posed of, and the city undertook to purchase the site and building, 
which was being rented, and used by it, as above described. It was told 
that the nail mill would not be sold alone, but that the whole steel 
mill must be disposed of in one transaction. 

At the time the property was first leased to the city in 1936, the 
assessed value of the nail mill alone, for city tax purposes, was 
$92,400. As a part of the consideration for the lease, the tax assess- 
ment on the nail mill property was reduced by the city to $84,880 dur- 
ing the time the city used it. 

Mr. Hollinshead, who was in charge of the disposal of the property 
for the steel company, offered to sell the whole steel mill property to 
the city for $80,000, but the city was unable at that time to accept 
this offer. Mr. Hollinshead then assured the city that when the plant 
was sold, the city would be protected in its possession of the nail mill, 

That assurance was kept most generously because when the whole 
plant was sold to A. Deitch, the contract of sale provided that the city 
must. be given the first right to buy the nail mill property when Mr. 
Deitch had no futrher use for it. 

In February 1941, Mr. Deitch purchased the whole steel mill prop- 
erty and immediately offered to the city, that when the steel rails and 
steel plates should be removed by him, he would deed the nail mill 
property to the city at no cost whatever. a 

Without the plates, the usefulness of the building for the city would 
have been destroyed, so it was agreed that the city should pay Mr. 
Deitch $9,000 for those plates and leave them intact. 

A. Deitch then proposed that if the city would allow the whole 
property to be relieved from taxes for 5 years, while he removed all 
metal and other valuable personal property, including a brick office 
building, from the land, that he would deed all of the land to the 
city. 
Upon request by the city, A. Deitch agreed further to leave the 
office building remain for $4,000 which he estimated was the value to 
him of the materials in the building, if it were wrecked. 
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A contract then was entered into by the city and Mr. Deitch, the 
terms whereof were substantially as follows: 

That the city would purchase the steel plates in the old nail 
= for $9,000. 

That Mr. Deitch would proceed immediately to remove the rails 
fo the building, doing as little damage to the floor as possible. 

That he also would immedi: itely transfer title to the city for the 
nail mill property, which was at that time under lease to the city. 

That the city would pay A. Deitch Co. $4,000 for the office build- 
ing that remained. 

5. That the office building should remain in the possession of A. 
Deitch Co. as long as A. Deitch Co. was in possession of the remain- 
ing real estate, which was stipulated for a period of 5 vears, 

6. That when A. Deitch Co. had removed all of the scrap met: al 
on the remaining real estate, and disposed of the same, A. Deitch Co. 
would transfer to the city all of the remaining land which it had pur- 
chased from the Carnegie-I}linois Steel Cor 

On March 1, 1941, Mr. Deitch and his w ife conveyed all of the land 
to the city, subject to reservations substantially as contained in the 
said agreement. 

In March of 1942, the United Engineering & Foundry Co. began 
negotiations with the city to obtain the said land for the United 
States Government. The city offered to transfer the land to the 
Defense Plant Cor poration asa gift. 

The city of New Castle contends that at the time it gave this prop- 
erty to the Defense Plant Corporation, it charged nothing for the 
land or buildings and that it did not intend to charge ; anything for 
the scrap met: al or other salvage materials on the property, which 
were included in the gift and for which it had paid $13,000, 

The attorneys for the Defense Plant Corporation and for the title 
company, which was guaranteeing the title to the land, insisted, 
however, that the city must receive back the $13,000 which it had paid 
for the steel plates and other scrap metals, which it was turning over 
to the Defense Plant Corporation. 

At the time the land was transferred, an act of Congress very 
specifically made it taxable for local tax purposes, and the ¢ ity, rely- 
ing upon that, made the transfer. 

The city had two motives, viz: (1) A patriotic motive to help the 
(iovernment in time of war, and (: Dy a selfish motive to get the land 
back on the local tax list so as to provide revenues to run the city. 

The city believes that any action on the part of the Federal Gov- 
ernment, which would repeal or nullify the provision of the act of 
Congress making the said property subject to local taxes, would 
amount to an unjust enrichment of the Federal Government, and that 
In good conscience, morals, and equity, even if the transfer of the 
property by the Reconstruction Finance Corporation to the United 
States of America, by deed entered December 14, 1953, in Deed Book 
376, page 596, would nullify the provisions of the act of Congress 
making the said land subject to local taxation, yet, the United States 
Government ought not, under the peculiar circumstances in this case, 
to repudiate the implied and generally admitted consideration for 
which the city transferred a very valuable piece of property to the 
Government and its agencies. 
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The United Engineering & Foundry Co. leased this plant from the 
Reconstruction Finance C orporation from March of 1942 until De- 
cember of 1953, and from that date, the company leased from the 
Government until it relinquished its lease and possession in March 
1955. 

During the time the Reconstruction Finance Corporation was the 
lessor, the company paid taxes on the property amounting to $45,000 
per year. When this property was transferred from the Reconstruc . 
tion Finance Corporation to the United States of America in Decem- 
ber of 1953, the Federal Government then refused to meet the local 
tax obligation. 

Since March of 1955 the plant has remained idle, and the Federal 
Government has either refused or has been unable to dispose of it to 
private industry. As a result, the city not only lost its real-estate 
taxes, but also the “wage tax,” which was originally derived from 
some 3,500 employees formerly employed at the plant. 

These employees have had to seek employment elsewhere, most of 
whom have left town, or are working in nearby towns. Because of 
this situation, the city of New C astle finds itself in financial straits 
and confronted with an unemployment problem at the very time sur- 
rounding communities are enjoying the benefits of present prosperity. 

The city must still furnish to this plant, which is located in the heart 
of its industrial section, the same protection and facilities as it affords 
to the other industries in the community which are contributing their 
share of the city expenses. 

It seems to us only just, right, and proper that the Federal Govern- 
ment should contribute to the expense of local government where it 
owns income-producing properties. 

The city of New Castle certainly cannot be criticized for donating 
to the war effort the most valuable piece of ground, for industrial 
purposes, that is located within the city, and for doing so under an 
agreement with an agency of the Federal Gover nment, that that 
property would contribute to the expense of maintaining the city, 
nor should the city be penalized for its action. 

I therefore feel that the bill 6182 should be passed, in that it will 
contribute some relief to communities such as ours, who have relied 
on the laws and contracts that were in effect at the time our cities 
dealt with the Reconstruction Finance Corporation, and certainly, 
that the Federal Government should feel some moral obligation in 
such circumstances. 

It seems only fair to me that if it is necessary for the Government 
to enter into the field of private industry, it should do so as a fair 
competitor with those local industries which are supporting the local 
governments. You gentlemen are well aware of the tax problem 
that faces the Federal Government and therefore, I trust that you 
will be sympathetic with the analogous problem that faces local 
government. 

Gentlemen, that is our plea. As I have said, I have submitted 
copies, 75 copies. I might say to clear an issue as far as the assess- 
ment is concerned: It is my iisitiindiae that it cost the Govern- 
ment approximately $26 million to build this plant. The assessed valu- 
ation at the present time is $3 million. And it has been $3 million 
ever since its beginning, since 1942. And as far as the assessors in 
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the communities in the State of Pennsylvania, the final action is taken 
by the mayor and the council. 

And I don’t think that that is holding up the United States Gov- 
ernment by a long shot, if it took $26 million to build the plant, and 
we only assessed it at $3 million. That is to clarify that point. 

Mr. Brownson. I would like to ask our counsel or anyone else here 
whether this plant will be affected by the legislation as drafted? 
In looking at last year’s published list of the 60 plants I don’t find 
any installations in New Castle included. I am just curious as to 
whether the plant about which Mayor DeCarbo has testified so elo- 
quently would be included in this legislation if passed in its present 
form. 

Mr. Pincus. Mr. Brownson, as far as the list of 60 plants is con- 
cerned, that was prepared in connection with legislation at the last 
Congress. We intend to ask the Budget Bureau, when they will 
testify very shortly, for an up-to-date listing of property that would 
be affected. It is my understanding that if this property has been 
transferred as indicated on page 5 of the mayor’s statement, from 
the RFC to the United States of America, then it would come within 
the purview of this legislation. 

However, I don’t believe that we have information which would 
enable us to state definitely as to whether that would be the case. 

Mr. Brownson. That was the point that I had in mind. Whether 
being transferred from RFC to the United States Government would 
place it within the legislation just as much as though it had been 
transferred from RFC to a private firm. 

Mr. Jonas. Will the gentleman yield? 

Mr. Brownson. Yes. 

Mr. Jonas. Whi at is the date of that list ? 

Mr. Brownson. It is from the last Congress. It was dated July 
21, 1954. 

Mr. DeCorpro. I may clarify that, gentlemen. It is in the hands 
of the General Services Administration. 

The CHarrmMan. Surplus property account. 

Mr. DeCorso. If that is what you want to call it. 

Mr. Jonas. (Aside to Mr. Brownson. ) 

The CHarrman. Any other questions / 

(No response. ) 

The Cuairman. Explain the last paragraph of your statement. 

Mr. DeCorno. We feel, and of course, when I say “we” I am — 
ing for myself and also the four members of the council. We have : 
commission form of government in our community, and we have dee- 
cussed this issue pro and con, that if the Government is going to 
get themselves into private in other words, this plant, while it was 
being operated by the United Engineering & Foundry Co., definitely 
was a profitmaking organization. 

And they made money, they paid to the Government 7 percent, as 
I understand—that is my understanding, that they paid to the Govern- 
ment 7 percent of its gross earnings. And we feel that that is being a 
little bit on the competitive side as far as industry is concerned. 

Then of course, as it states, that if the Government is going to take 
that stand, then we feel that they should support the localities that 
these particular industries are in. If they are going to derive any 
benefits from it financially, that is. 
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If this plant were producing something as far as Government is 
concerned, strictly for the Government, I definitely would not be here 
today. 

But up until last year, we had been receiving taxes, until this was 
transferred into GSA. 

The CHatrmMan. You received taxes as long as it was in the hands 
of the RFC? 

Mr. DeCorso. That is right, sir. 

The Cuarrman. And RFC leased it to this private industry. 

Mr. DeCorno. That is right, sir. 

The Cuairman. And you got taxes from the RFC as long as it 
did so. 

Mr. DeCorno. That is right, sir. 

The CHarrman. And you should appreciate it once it passes to the 
Government; there is no provision of law that would enable them to 
continue to pay you taxes. 

Mr. DeCorso. We have already received that ruling from GSA in 
regards to your statement. 

The CuarmMan. The Government is not in a competitive business 
with private industry. 

Mr. DeCarpo, I might also say this, and I see where we have some 
representatives from GSA which Iam acquainted with, that the plant 
is now trying to be sold. 

Of course, this has nothing to do with our appeal. But I think it 
would be beneficial for you gentlemen, and the Madam, to be ac- 
quainted with what is going on here pertaining to this one plant, 
And the General Services Administration has taken a step which is 
the first time they have ever taken and they have put it into the hands 
of a private realtor to dispose of it. And I for one, as an interested 
person for the welfare of the community, I have accompanied a real- 
ior to many places throughout the country to help dispose of this 
plant. 

I mean that is our interest. And I think that if any consideration 
could be granted to pass this bill and if we can be injected into re- 
ceiving the benefits from it, I would greatly appreciate it. 

Thank you. 

The CHatrman. We wish to acknowledge the presence of Mr. Par- 
slow, who was to testify this morning but he filed his statement with 
us. He had to leave to catch a train. 

Would you care to make a brief statement ? 

Mr. Parstow. I would; yes, sir. I missed my train. [ Laughter. ] 

The Cuatrman. Well, your statement is filed already with the 
committee. 

Mr. Parstow. I have other copies available here. But I did want 
to make a couple of comments. 

The CuarrMan. We will let you testify at this time. 


STATEMENT OF FLOYD PARSLOW, SUPERVISOR, TOWNSHIP OF 
MUSKEGON, MUSKEGON, MICH. 


Mr. Parstow. Mr. Chairman, and distinguished members of the 
committee, ladies and gentlemen, to identify myself I am Floyd Par- 
slow, supervisor of Muskegon Township. 

Mr. Meaper. That is Michigan, Muchadon Township, Mich. ? 
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Mr. Parstow. Muskegon Township, Muskegon, Mich. 

Mr. Jonas. He wanted you to mention Michigan. 

Mr. Parstow. I represent a very small unit of government, we have 
approximately 16,000 people. We have grown enormously during the 
war, part of it is a result of the Continental Motors Corp. which is 
mentioned in our appeal. 

[am here to support the Meader bill, H. R. 6182. We have perhaps 
a condition there that is peculiar, inasmuch as we are rather a large 
township geographically surrounding a city. 

The question or argument has bees on brought up that the establish- 
ment of a defense plant in a locality tends to provide more moneys 
for the locality in which it is situated. 

Unfortuntaely, we have very few commercial places in our town- 
ship where the people can spend their money. They send it in 
the city and naturally it doesn’t help the township. I think the great- 
est impact has been in our school district, No. 5, which in 1952 as a 
result of nonpayment of taxes had to increase their millage for their 
debt from 6 mills to 14 mills, which was a great burden upon the 
district. 

Another thing that has made us very unhappy, it is our responsi 
bility, but it is that we must service the community buenas with our 
fire department, police department and highway department. We 
have all three, we are really operating as a small city under a 15-mil! 
tax limitation. 

That is our greatest source of revenue, 15 mills. The allocation of 
the local allocation committee has been constantly being cut to us. 
We are now operating to 2.2 mills, where formerly we used to get 4 
and 5. This added to the fact that we are not getting taxes on this 
property which is assessed at $3 million, and we think reasonably 
assessed at that figure because the officials of the Continental Motor 
have appeared before our Board of Review and were satisfied that the 
assessment value of $3 million was fair. 

They paid the taxes last year. I might briefly give you this 
picture. 

They paid the taxes last year, with penalties, of $143,000. This I 
apportioned to the local units, the school $101,000 approximately, the 
county $26,000, the township received approximately $12,000. There 
was a collection fee of $5,000 involved in that. 

They paid under protest and filed suit against us for the return of 
the money plus interest charges. That suit was heard in circuit 
court and the judge ruled no cause for action. 

A second suit was filed in the amount of $82,000 by all concerned, 
with decision in favor of the taxing unit. 

We are very much interested. ‘As | say, we are only a small unit, 
but we have all the problems of a large unit. With the loss of this 
revenue, and the increased responsibility. I think that it should be 
taken into consideration the amount of money that the average em- 
ployee spends in a community compared to the cost of educ: ating the 
children. There has been a big influx of children into this particular 
school district. The population has risen from 400 to 1,000 this year. 

The Cuairman. Did you get any aid from the Federal Gover nment ? 

Mr. Parstow. Yes; they do receive approximately, as I understand, 
about $22,000. The school district does, the township doesn’t receive 
it. That is about all. 
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I think the matter has been adequately covered by the gentleman 
proceeding me. I want to thank the Chairman and the committee 
for the privilege of being here. 

Mr. Meaper. Mr. Chairman? 

It was interested in this litigation. Does that refer to the bill 
that was passed in the Michigan Legislature ? 

Mr. Parstow. It doesn’t refer to the Austin bill. The second case 
does. 

Mr. Meaper. And it is in the Muskegon circuit, this litigation 
arose, to test the validity of the law ? 

Mr. Parstow. Validity of the Austin bill. 

Mr. Mraper. To tax lessees of tax-exempt property. 

Mr. Parstow. That is right, profitmaking organizations. 

Mr. Meaper. What is the status of that case now ? 

Mr. Parstow. I guess it is in the Supreme Court. 

Mr. Meaper. It has been argued in the Supreme Court ? 

Mr. Parstow. No; it hasn’t been argued in the Supreme Court, in 
the circuit court. 

Mr. Meaper. But the circuit court upheld the law; did it not? 

Mr. Parstow. Yes. 

Mr. Meaper. Thank you. 

The Cuairrman. Thank you very much. 

Mr. Labovitz ? 


STATEMENT OF I. M. LABOVITZ, LABOR WELFARE DIVISION, 
BUREAU OF THE BUDGET 


Mr. Lanovirz. Mr. Chairman, I am I. M. Labovitz, of the staff of 
the Labor and Welfare Division of the Bureau of the Budget. 

The CuarrmMan. How long have you been with the Bureau? 

Will you give your background ¢ 

Mr. Lanovirz. I have been with the Bureau of the Budget for some- 
thing more than 14 years. Prior to that, I worked for some years 
with the Illinois State Tax Commission in the supervision of prop- 
erty-tax administration and other local government and fiscal matters. 

| have worked in the Bureau of the Budget in the field of payment- 
in-lieu-of-taxes legislation, and other Federal-State-local fiscal-rela- 
tions problems throughout the period in which I have been in the 
Bureau, as well as on other matters. 

I have a prepared statement which I don’t intend to read in full, 
unless you desire it. 

The CuatrMan. You may file it and then make your own statement. 

Mr. Lapnovirz. Thank you. 

I should like to run through substantial parts of it if the committee 
will permit. 

Mr. Laznovirz. In response to the invitation extended by your chair- 
man in connection with today’s hearing the Director of the Bureau 
of the Budget has forwarded a letter Daatian the policy questions 


surrounding H. R. 1781 and H. R. 6182 and has also designated 
me to discuss with you the technical aspects and to provide such cost 
estimates as we have available. Our comments on H. R. 6182 apply 
also to H. R. 7184 and H. R. 7191, both identical to H. R. 6182, 
on which your committee has requested our comments. 
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I might add that I have not seen H. R. 7291 which was referred to 
here, but if, as I understand, it is identical to 6182, then our comments 
apply to it also. With your permission, I would like to read the 
Director’s letter at the present time because it is basic to my state- 
ment. The letter is dated July 12, 1955: 


My Dear Mr. CHAIRMAN: This is in reply to your letter of July 6, 1955, inviting 
the comments of this Bureau at a hearing on July 13, relating to H. R. 6182 and 
H. R. 1781, bills to provide temporarily for payment of property taxes or 
payments in lieu of such taxes on certain real property transferred from 
Government corporations to other Federal agencies. I regret that I shall not 
be able to appear personally at this hearing, but I should like to bring the 
following information to the committee’s attention. 

In letters dated February 16 and June 10, 1955, signed by former Assistant 
Director Donald R. Belcher, this Bureau commented at length upon the policy 
questions underlying H. R. 1781 and H. R. 6182. Our letters pointed out that 
the real need is for comprehensive legislation establishing a uniform and con- 
sistent policy, governmentwide in application and permanent in form, to guide 
the payment of taxes or sums in lieu of taxes on Federal Government properties. 
We commented that, while the bills now before your committee would effect some 
improvements in the present situation and would afford temporary relief to some 
communities, they would also create new problems, several of which were iden- 
tified in the letters. 

When the previous letters were written, the Commission on Intergovernmental 
Relations had not yet made its report to the President and Congress. We noted 
that the Commission had been considering the entire range of intergovernmental 
relations, including, in the field of intergovernmental tax immunities, the par- 
ticular question of payments in lieu of taxes on federally owned properties. 
Accordingly, we recommended against favorable consideration of piecemeal leg- 
islation like H. R. 1781 and H. R. 6182 at least until after the Commission 
reported. 

The report of the Commission was submitted to the President and transmitted 
to the Congress in late June. In order to follow up on the work of the Commis- 
sion, we have begun within the executive branch a systematic review of the 
Commission’s report and supporting publications. This review will include exam- 
ination of the Commission’s general recommendation that the National Govern- 
ment inaugurate a broad system of payments in lieu of property taxes, and also 
the detailed recommendations for such a program set forth in the report of the 
study committee on this subject. 

It is our hope that this work, based on the long and careful studies now avail- 
able, will make it possible to prepare comprehensive legislation over the next 
few months which can be considered in the second session of this Congress. 


If I may interrupt the reading of this letter, I should like to say 
that since the Director sent you this letter yesterday morning he has 
authorized me to say to you that if the ¢ ommittee would desire to move 
ahead more expeditiously, the Bureau would be glad to do everything 
in its power to assist in that effort. 

I am resuming the letter. 


With specific reference to the bills now before your committee, it may be pointed 
out that they deal exclusively with properties formerly held by the Reconstruc- 
tion Finance Corporation or other Federal Government corporations. Asa result, 
either bill would require the Federal Government to make payments on account 
of some properties for which the study committee did not recommend payments. 
On the other hand, either bill would omit some properties in similar uses for 
which the study committee did recommend payments. 

I have designated Mr. I. M. Labovitz, a member of the staff, to represent the 
Bureau of the Budget at your committee’s hearing on July 13. He will be pre 
pared to discuss the technical aspects of the proposed legislation and to provide 
such cost estimates as we have available. If you would like further comments 
on any particular aspects of the policy questions, please let me know. 


ROWLAND Hugues, Director. 


I have available, for your convenience in reference, copies of the 
letters of February 16 and June 10, 1955, which were referred to by 
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the Director. I assume it is not necessary to review them further at 
this time, but they do elaborate some of the points that were made. 

The two bills, H. R. 1781 and H. R. 6182 , would serve the same gen- 
eral objective, but they differ in coverage ‘and in other respects. To 
avoid confusion, I believe it would be best to summarize the provisions 
of each bill separately and then to enumerate the differences. 

I might add that it is at this point that I suggest, if you are agree- 
able, Mr. Chairman, I would omit the description that I have in my 
statement of the individual bills and simply go to the differences be- 
tween them. 

The Cuarrman. May I interrupt you just a moment? You will 
find that the two letters referred to in your analysis here are on pages 
14 and 15 of the comparative committee print. Proceed. 

Mr. Lapovirz. After doing that, I shall review the information 
which we have gathered on the properties which would be the subject 
of Federal payments and the amount of payments involved. Also, I 
should like to identify the differences, to which Mr. Hughes referred, 
in the scope of these bills and the system of payments proposed by the 
study committee of the Commission on Intergovernment: al Relations. 

I will skip then to page 7 of my prepared ‘statement, where I take 
up the differences between the two bills. 

Several significant differences are apparent. These may be listed 
as follows: 

H. R. 6182 is limited explicitly to properties transferred from the 
Reconstruction Finance Corporation. 

H. R. 1781 extends to any properties transferred from nine Govern- 
ment corporations or groups of Government corporations named 
therein, aa any new Government corporations which may be created 
after January 1, 1955, without other provisions in the corporate 
charter. 

Asa matter of fact, as nearly as we can determine, all the properties 
which presently would be subject to H. R. 1781 were transferred from 
the Reconstruction Finance Corporation. 

2. H. R. 6182 provides for payments in lieu of taxes in all cases 
where the bill calls for any payment. 

H. R. 1781 provides for actual tax paymepts on properties leased 
for commercial purposes and on properties owned by new Government 
corporations, and for payments in lieu of taxes on other transferred 
properties subject to the bill. 

5. H. R. 6182 provides that the payments shall equal the amount 
which would be payable if legal title had been held by a private citi- 
zen; there are no credits or deductions. 

H. R. 1781 provides, in the case of the payments in lieu of taxes, for 
deductions representing benefits conferred by the Federal operation— 
including any sharing of revenues—and the cost of normal local gov- 
ernmental services furnished by the Federal Government itself. 

4. H. R. 6182 provides that the payments shall be made with respect 
to those properties, still in Government ownership, which were trans- 
ferred from the Reconstruction Finance Corporation to another 
agency on or after January 1, 1946. 

H. R. 1781 provides for payments with respect to properties, still in 
Government ownership, which were transferred on or after June 
22, 1948. 
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H. R. 6182 specifically excludes special assessments for local 
cutee 

H. R. 1781 includes special assessments in the definition of tax and 
taxation, thereby authorizing such payments for at Jeast the taxed 
properties and presumably also for the properties subject to payments 
in lieu of taxes. 

6. H. R. 6182 does not apply in the District of Columbia. 

H. R. 1781 does include the District. 

7. H. R. 6182 does not list defense installations among properties 
used or held primarily for the rendition of service to or on behalf of 
the local public. 

H. R. 1781 names defense installations in a similar list. In both 
bills, however, the listing is not intended to limit the exemptions, but 
appears to be illustrative. 

8. H. R. 6182 explicitly includes in the basis for payments only 
those real property improvements made pr ior to transfer of the prop- 
erty from the Reconstruction Finance Corporation. 

H. R. 1781 might perhaps include improvements made after trans- 
fer of property. 

H. R. 6182 defines the term “transfer.” 

H. R. 1781 does not. 

These differences mean that H. R. 6182, if enacted, presumably 
would entail larger expenditures than H. R. 1781, largely because 
properties transferred from the Reconstruction Finance Corporation 
between January 1, 1946, and June 24, 1948, and still in Government 
ownership would be the subject of payments in lieu of taxes under 
H. R. 6182, but not under H. R. 1781. 

As I have noted, the Reconstruction Finance Corporation has been 
the source of all the transferred properties we have identified, so that 
the variation between the Government corporations referred to in 
the two bills should not be significant, excepting, possibly, for new 
Government corporations. 

The impact of the other differences in provisions is more difficult to 
estimate. At this time, data are not available for estimating varia- 
tions in cost between the bills which would be attributable to such 
factors as the inclusion of special assessments and the benefit and 
service adjustments of the payments in lieu of taxes under H. R. 1781. 

We believe that the effect would not be large, however. The pro- 
vision of H. R. 1781 relating to new Government cor porations ap- 
parently would affect only those corporations established hereafter, 
and would expire, like the rest of H. R. 1781, on December 31, 1958, 
so that its effect depends entirely on future developments in the use 
of such corporations. 

Now, Il am turning to properties affected and amounts involved. 

In testimony last year before a Senate committee, which was re- 
ferred to here, on H. R. 5605, 83d Congress, a bill similar to H. R. 
1781, we tentatively listed 65 Federal properties that might be the 
subject of payments, as indicated by information supplied to the Bu- 
reau of the Budget by the Department of Defense and the General 
Services Administration, which have been the major recipients of 
properties transferred from Government corporations. 

A few affected properties, now under the jurisdiction of other 
Federal agencies, have been identified from property records reviewed 
by the General Services Administration. 
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in compiling that list—that is last year’s list—we encountered 
uncertainties as to the meaning and application of H. R. 5605, 88d 
Congress, and these questions carry over to our work on a similar list 
relating to H. R. 1781. 

For examples, we are not sure what constitutes a “transfer” for 
purposes of this bill. We assumed generally that “transfer” can be 
defined either as the transfer of accountability and control from the 
Government corporation to another agency of the Government or the 
transfer of legal title from the Government corporation to the United 
States; in case either of these events occurred on or after the date, 
June 22, 1948, specified in the bill, we have assumed that the property 
in question would be the subject of annual payments. It may be noted 
that the definition we assumed is substantially the same as the one 
expressed in H. R. 6182. 

There is also uncertainy under H. R. 1781 as to the effect of changes 
which may have been made in the property after the transfer from 
a Government corporation, a question which does not arise under 
H. R. 6182. 

In view of the language of H. R. 1781, in subsection 704 (a), 
referring to taxation “to the same extent according to its value as 
other real property is taxed,” and a similar concept in subsection T04 
(b), it seems permissible to assume that dispositions, demolitions, and 
depreciation would be credited in establishing the valuation base. 

It is possible that improvements and additions made after the 
transfer also would be excluded from subsection (a) by the phrase 
“shall remain subject to taxation,” but this is uncertain and subsec- 
tion (b) is silent on the point. 

We assumed—as H. R. 6182 provides—that changes after transfer 
from a corporation might be disregarded. 

Difficulty occurs also in identifying cases in which defense installa- 
tions are used primarily for services to the local public, and therefore 
exempted by section 705 (b). We have identified two properties which 
might qualify. 

Annual taxes totaling $2,562,000 were reported for 57 of the 65 
properties tentatively identified in last year’s testimony as probably 
subject to H. R. 5605 of the 83d Congress. For the eight other prop- 
erties annual taxes were not reported and we had no adequate basis for 
estimating them individually. 

With a rough addition for these properties and an allowance for 
some rise in local tax rates since the amounts were originally reported, 
we concluded that the enactment of H. R. 5605 would result in aggre- 
gate payments of about $3 million to $3,500,000 a year. Some admin- 
istrative expense would also be required. 

Subsequently we asked the Department of Defense and the General 
Services Administration for further information concerning the prop- 
erties which would have been subject to H. R. 5605 of the 83d Con- 
gress, and to H. R. 1781 of this Congress. 

I might say this request was made before H. R. 6182 was intro- 
duced, but it has been a long job and actually even today we have 
had to make changes in our list. 

Their replies have caused us to modify the estimate of payments 
under the proposed legislation. As of yesterday we had eliminated 
nine properties from the previous list and have added five properties 
which were not previously listed. 
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We learned this noon that one of the nine we had eliminated actually 
should have been picked up in another agency. 

Omitting this correction, we now estimate that 61 properties would 
be included and that the total payments would be about $2.5 million a 
year. This does not allow for any advances in local tax rates which 
may have occurred since taxes were last paid on the affected prop- 
erties, nor does it allow for administrative expenses. 

Consequently, it now appears that the total Federal expenditure 
under H. R. 1781 would approximate $3 million for each of the 4 years 
during which the legislation would be effec tive. 

H. R. 6182 presumably would involve more properties and thus 
higher payments because it would include all properties transferred 
from the Reconstruction Finance C orporation since January 1, 1946. 
We have not been able to ascertain how many additional properties 
might be involved or the amount of taxes. 

‘urning then to the relationship to comprehensive proposals, Mr. 
Hughes’ letter of July 12 to your chairman mentions that, since H. R. 
1781 and H. R. 6182 deal exclusively with properties formerly held 
by the Reconstruction Finance Corporation or other Government cor- 
porations, either bill would require the Federal Government to make 
payments on account of some properties for which the study com- 
mittee of the Commission on Intergovernmental Relations did not 
recommend payments. 

Also, either bill would omit some properties in similar uses for 
which the study committee did recommend payments. 

It may be helpful to identify the differences. 

In the program of taxes and payments in lieu of taxes outlined by 
the study committee, the question whether to make payments on 
particular properties—if they were acquired after a specified date— 
would turn primarily on the present use by a tax-ex cempt Federal 
agency, rather than on the tax history of the property prior to its 
acquisition by the agency. 

The study committee proposes, among other things, that if the 
Federal Government inaugurates a system of payments, exemption be 
retained in any event for various categories of property which are 
more broadly defined than the exempt groups in H. R. 1781 and H. R. 
6182. 

Some exempted properties might be the subject of transitional 
annually diminishing payments during the first 10 years after acqui- 
sition by a tax- -exempt agency. 

As nearly as we can determine from the incomplete data available 
to us, only about one-fourth of the 61 properties which might be sub- 
ject to H. R. 1781 were under lease by the Government to taxable 
users last year and would therefore have been covered by the consent 
to taxation which the study committee proposes for property in such 
a use, 

Although most of the remaining properties apparently would be 
subject to. payments in lieu of taxes under the study committee pro- 
gram, there appear to be several which would be exempt. 

Possibly these might be subject to the transitional payments but in 

“arly every instance only part of the 10-year period for such pay- 
ae remains. 

On the other hand, many Government-owned properties have gone 
off the local tax rolls, not because they were transferred from Govern- 
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ment-owned corporations, but rather because they have been acquired 
by nontaxable Federal agencies from taxable private owners 

Moreover, some former ‘RFC plants were sold to private owners and 
later acquired by nontaxable Federal agencies; their removal from 
the tax rolls would not be affected by H. R. 1781 or H. R. 6182. 

As a result, the enactment of H. R. 1781 or H. R. 6182 would con- 
tinue differences in the tax treatment of properties in similar uses 
whereas the study committee took the position—at page 34 of its re- 
port—that the use made of the property should be the principal basis 
for distinguishing between Federal properties which should contribute 
to the costs of local government and those which should not. 

That, Mr. Chairman, is the statement that I had prepared; and 
T shall be glad to answer if I can. 

The Cramoman. Any questions? 

Mr. Harpy. No questions. 

Mr. Mraper. Yes, I have, Mr. Chairman. 

The CratrmMan. Mr. Meader. 

Mr. Mraper. I might say, Mr. Chairman, I was very interested in 
the statement of Mr. Labovitz because I think that he is perhaps more 
familiar with this problem than anyone I know in the executive branch 
of the Government. 

I was interested in his comments. and I thought the differences that 
he pointed up between the two bills were very, very well done. 

I might say with reference to the date, January 1, 1946, Mr. 
Labovitz, and the date of the Derounian bill, the same as the Hillelson 
bill, June 22, 1948, was a matter of some concern because when I got 
into a study of this bill I discovered if the Hillelson bill had passed 
iast year it might not have affected the property in my district in 
which I was most interested. [ Laughter. | 

I was also interested to note that from this study of Legislative 
Reference Service that the model bill prepared by the Budget. Bureau 
set the date as January 1, 1946, so while I didn’t know that at the 
time I put that date in my bill, I felt [ must have had some kind of a 
good intuition to pick the same date the Budget Bureau did. 

Do you have any comment on the importance of the date? T had 
in mind that that was the period at which these properties mostly be- 
came surplus to defense production needs, and we would probably 

catch all of them that had been declared excess by RFC and thus come 
woler the Comptroller General’s opinion. 

Mr. Lanovirz. Well, since we learned that this hearing was to be held 
we have been trying to find out how many properties would be brought 
in by that difference in dates. 

We identified possibly four properties. But this isn’t necessarily a 
definitive determination. For that matter, any list we have appar- 
ently isn’t definitive. There may be quite a few more. 

I don’ t know whether Mr. P eyton of the General Services Adminis- 
tration is prepared to speak to this point; that is the number that 
would be affected. 

One of the difficulties is that many of the property records that need 
to be searched to establish the point are in storage. And of course, one 
has to have some idea of what properties are involved in order to call 
for the right records from storage, in order to check the question of 
whether or not the particular property is within the terms of the bill. 
It is a very difficult process. 
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Now, in the case of the property to which I assume you had reference, 
the Adrian property—we had been somewhat concer ned last year about 
whether or not the June 22 date would bring it in or not. That was 
one illustration of the kind of case that led us to conclude that either 
transfer of accountability and control or a deed might be the factor. 

In that instance, for ex xample, the deed from the RFC to the Govern- 
ment was August 15, 1950. So that if you went by transfer of title 
alone it would have been in either bill. “And consequently, we didn’t 
think that was a question. 

Mr. Meaper. Incidentally, that is one of the reasons that we took 
the trouble to define the term “transfer” in H. R. 6182, to include either 
a deed or transfer of custody and control and accountability—the 
definition to which you called attention. 

Mr. Lapovirz. Yes. 

Mr. Meaper. Another point of difference which you mentioned was 
this matter of formula upon which the payments in lieu of taxes 
should be computed. 

H. R. 6182 calls for payment of an amount equal to what would be 
paid if it were privately owned property, which is rather clearly ascer- 
tainable. I would like to ask your opinion as an expert in this field on 
the practical workability of assessing benefits to offset the taxes com- 
puted on the basis of regular taxation. 

Mr. Lanovirz. Well, without taking a position as to whether or not 
the bill should provide that, I might say that this has been the recom- 
mendation of various groups. 

And there are offsets allowed already in some cases where basically 
the tax equivalent is the measure of what the payment in lieu should 
be. I am thinking of the public housing payments that Mir. 
Champney referred to. There are offsets for certain services for 
which the Federal Government takes credit. 

Mr. Meaper. I presume that the agency charged with the respon- 
sibility for making the payments in lieu of taxes would determine 
what benefits were conferred upon the community to offset against 
the taxes. And wouldn’t that be a pretty nebulous and flexible 
standard for any agency to apply ? 

Mr. Lanovrrz. I think it could be, if there were no standards 
the legislation or policies promulgated. 

Mr. Mraper. The Defense Department, for example, with respect 
to a piece of property could say, we are bringing a lot of revenue 
into this county, far more than the taxes to be paid, therefore, we 
pay no taxes, we make no payments in lieu of taxes because in our 
opinion the benefits that we confer upon the community far exceed 
the amount of taxes that would be assessed against us. 

Mr. Lapovrrz. Well, again, without arguing for or against, the 
standard provided in H. R. 1781 would require, I should suppose, 
an actual listing of the particular benefits that the Federal agency 
thought it was entitled to take credit for under the first group of 
offsets, which are the benefits to local taxing authorities arising out 
of the operations of the Federal Government with respect to the real 
property. 

And then as to the cost to the Federal Government of perform- 
ing services, which are normally furnished by local taxing authorities. 
that seems to be a fairly clearcut. concept, although I admit at the 
edges there might be argument as to whether or not certain services 
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are normally furnished by local taxing authorities. I think one 
would have to look to the practice in comparable communities in the 
same State. ’ 

If the community dosen’t provide fire protection to private fac- 
tories, and they provide their own, and if the Federal property pro- 
vides its own fire protection, presumably it wouldn't get a benefit 
because that was general practice, wouldn’t get credit, I mean. 

Mr. Mraper. In general, however, without ‘taking sides on the ques- 
tion of policy, wouldn’t it be pretty clear that it would be more dif- 
‘icult to administer a provision which had this offset for benefits 
than it would be just a simple formula of the amount equal to local 
taxation / 

Mr. Lanovirz. Well, if Mr. Champney is right and I] suspect he 
is, in his contention that the decision as to whether or not the pay- 
ment in lieu is determined by the local officials or the agency head, 
under H. R. 6182, then I can’t see that there is a great de al of differ- 
ence between the two. 

There may be a diffrence in the ultimate amount but not a great 
deal of difference in the complexity of the operation. 

There may be more factors you have to take into account when 
there are credits and offsets. But property-tax assessment, determina- 
tion of the actual tax bill, is a pretty complicated proc edure : anyhow. 
And this is just another set of considerations. 

Mr. Meaper. In other words, as far as the facility of adminis- 
tration is concerned, you can see no difference between the two 
formulas ¢ 

Mr. Lanovirz. Not a major difference. 

Mr. Meaper. Mr. Labovitz, I think you made a statement. before 
the Senate committee last year which I would like to have you repeat 
here if you are still of the same opinion. I believe you said that if 
any legislation is to be adopted in this field there is less to be said 
against this limited category of industrial properties being made the 
subject of payments in lieu of taxation, than any other legislation now 
pending. 

Mr. Lapovirz. Well, I am hardly in a position to say that. I think 
you will recognize that the Director’s letter does represent some 
change of position from last year, because there has been a change 
in the situation. Two things have happened. One has been that 
another year has elapsed. In some instances, therefore, the property 
las been off the tax rolls for 5, 6, 7 years, and the communities are 
beginning to adjust. 

But the real, the significant difference, is that the Commission on 
Intergover nmental Relations has made its recommendations, they are 
undergoing study and review and we are that much nearer to the 
possibility of getting some kind of systematic measurement in this 
field. 

Mr. Meaper. Do you have any comment to make on whether or not 
this problem of payments in lieu of taxes can be handled in one 
comprehensive bill, or whether it must be attacked piecemeal because 
of the variations in character of Federal Government-owned prop- 
erties ¢ 

Mr. Lasovirz. Well, I think we have to distinguish between the 
question of whether it can be handled in one bill and the question 
whether it can be handled by one formula. 
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You might have to have, as the study committee on payments in 
lieu of taxes has recommended, different approaches to different uses 
of property. But—and this is my personal opinion—conceptually 
at least, there should be no difficulty in encompassing those various 
formulas in a single bill. As a matter of fact, by doing so, it is 
possible to develop an interrelated system that is consistent in its 
treatment of the different use of property. 

That, I think is what the study committee was at least attempting 
to propose. Not a single formula, but a comprehensive approach, 

Mr. Meaper. Are you familiar with the comment contained in the 
study of the Legislative Reference Service made for the Interior 
Committee from which I read this morning? 

Mr. Lapovirz. I have looked at it; yes, sir. 

Mr. Meaper. And you are familiar with the comment of the Na- 
tional Association of County Officials ? 

Mr. Lasovirz. Yes. 

Mr. Meaper. They are concerned that something be done. If we 
wait until the whole problem is solved it will be so long that no one 
will ever get any relief. 

Do you “think there is any merit in their position on this question 
of piecemeal legislation ¢ 

Mr. Lapovrrz. Well, I would hardly make a categorical answer to 
that question, sir. 

But I think that the position that is implied in Mr. Hughes’ letter 
is that the enactment of piecemeal legislation may make it more diffi- 
cult to develop a consistent comprehet sive program. 

Mr. Meaper. As a matter of fact, we already have piecemeal legis- 
lation on payment in lieu of taxes, do we not, Mr. Labovitz? 

Mr. Larovirz. Well, we have some 

Mr. Meaper. Defense housing. for example. 

Mr. Lapovirz. Well, certain housing; yes. Certain housing has 
been the subject of payments equivalent to taxes, low-rent housing has 
had some offsets. ‘There are some payments; yes. 

Mr. Meapver. Do I get the impression that—you mentioned the posi- 
tion of the Bureau of the Budget a year ago and the position now, the 
Budget Bureau is less opposed to this relief proposed in H. R. 6182, 
than | they were a year ago?! 

Mr. Lanovirz. Well, no; the statement made a year ago was that 
while we thought that this legislation would create new problems, and 
inconsistencies, that if the Congress thought that there were selected 
local situations, that required relief, we would interpose no objection. 

In effect, we were saying we would manage to live with it. 

We didn’t know at that time what kind of comprehensive program 
would be recommended for consideration by the Commission on Inter- 
governmental Relations. 

Now, we have the benefit of knowing that, and while we are not in 
a position at this point to say that is the program we are for, or that 
is the program we are against, we at least are much nearer to arriving 
at a position on comprehensive legislation. 

Mr. Meaper. I would like to ask one question on behalf of my col- 
league, Mr. Brownson. 

He wonders why the Allison plant in Indianapolis, was not included 
in the legislation. 
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Mr. Lapovrrz. It isn’t on our revised list, either, and I don’t know 
the reasons why it is not. We can find out. 

Mr. Meraper. There are some properties, industrial properties, 
which were built directly for the account of the Army or the Navy or 
the Air Force, and then in turn leased to private contractors. 

Mr. Lapovirz. Yes. 

Mr. Meaper. Similar to the Defense Plant Corporation plants. 

Mr. Lanovrrz. Yes. 

Mr. Meaper. But they always have been owned by one of the De- 
fense Department branches. 

Mr. Lapovirz. And in such cases, have never been on the tax rolls. 
I don’t know about the Allison plant, but we can find out and supply 
that information. 

(The information referred to follows :) 

The Department of the Air Force has informed us that the Allison Division of 
General Motors was acquired on April 1, 1948, from the Reconstruction Finance 
Corporation. It would presumably be the subject of payments under H. R. 6182, 
but not under H. R. 1781 (which covers properties transferred on or after June 
22, 1948). 

The CHairMan. On page 12 of your statement, half way down the 
page : 

Consequently, it now appears that the total Federal expenditure under H. R. 
1781 would approximate $3 million for each of the 4 years during which the 
legislation would be effective. 

Is that just a statement of fact or is that an inducement to show 
that the Federal Government wasn’t doing this because of the cost—— 

Mr. Lasovirz. It is simply a statement of fact, Mr. Chairman. 

The Cuatrman. That means that these communities have been de- 
prived of this money due to a situation in which Congress placed them. 
Do you not think we ought to do something to relieve them? Some 
stopgap legislation is necessary to relieve them in a situation which 
we created by legislative action. 

Mr. Lanovirz. Sir, | am not in a position to answer that question 
directly. But let me put it this way, that in elaborating on the point 
that the Director made about the relationship of these bills to the 
proposals of the study committee it was pointed out that the $3 million 
would include some cases which that recommendation, that program 
would not include. And on the other hand, there- 

The CHatrmMan. But the $3 million will include those cases where, 
by legislative action, we placed these communities in the position in 
which they now find themselves. 

Mr. Lapovirz. Yes, sir: it would. 

The Cuatrman. And those are the ones we ought to try to relieve, 
don’t you think, by stop-gap action, or other wise? You have been 
against stop-gap action, up until this year. Now, you depart from 
that situation. But these communities are still suffering and some- 
thing ought to be done to relieve them. And if we do something to 
relieve them, you can take care of that situation in your general study, 
in the results of your general study. 

Mr. Lasovirz. The relief, however, extends to a few instances 
which 

The Cratrman. This applies to situations where Congress placed 
the communities in the position in which they now find themselves, 
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suffering a loss of an aggregate of $3 million a year, where they have 
made arrangements by virtue of acts of Congress to take care of 
schools and other things. These facilities and services are still on 
their hands to be taken care of and there is no money to do it by virtue 
of a mere transfer from one agency to another. 

I think that does create a situation that ought to call for congres- 
sional attention. That is why we are here, that is w hy the Congress- 
man from his district is here, in order that he might give the ‘other 
Congressmen the benefit of a situation that he alone would know, be- 
cause he is a representative of those people. 

And I am interested to know why you now depart from your former 
attitude of last year when you stated that stop-gap legislation such 
as this is justified. 

Mr. Lapovrrz. Our position last year was not that it was justified, 
but rather that it was—if the Congress saw fit to enact it, we’d get 
along with it. ‘That, of course, is still true. 

The CuHarrman. Don’t you think that under the circumstances the 
Congress ought to see fit to make you live with it 

Mr. Lanovirz. | -ossibly. [ Laughter. ] 

Mr. Chairman, there are, however, other cases in which the Con- 
eress has authorized agencies to acquire property from private owners 
and thereby take it off the tax rolls. 

The CuarrmMan. The Congressman from that district ought to voice 
the predicament of his constituents to the rest of us. That is why we 
have a Congress with 435 members in the House of Me esentatives— 
in order that people might have men to meet in the National Legis- 
lature to tell the others of their peculiar problems. I think if the 
problem is worth it, is an acute one, we ought to take notice of it. I 
think that justifies our being here, with the ability to pass legislation. 
And I don’t say you should change your position on a stop-gap 
measure. 

Mr. Lanovirz. The only change in position has been to point out 
that the report of the Commission and the study committee are now 
available. 

The Cuatrman. But the study committee—it may remain a study 
for the rest of the life of the United States unless Congress does 
something about it. And when should Congress begin? Maybe we 
should have done it before now. Certainly we ought not to delay it, 
after you have once said that you could live with stop-gap legisla- 
lation. Maybe that would accelerate your action upon the study. 

That is as it appears to me as a Representative of the people, and to 
Mr. Meader and the rest of us. We do believe that we have a respon- 
sibility in these problems when they are so apparent on the face of 
them, as this one is, that the community is suffering by virtue of legis- 
lative action of the Congress. They have incurred certain obligations 
and certain responsibilities, and the action, mere transfer of title, is 
placing a burden upon them, which, in light of former congressional] 
action, should not now be placed upon them. 

Mr. Lapovirz. May I say that the review of the Commission and 
study committee recommendations, to which I referred, is not limited 
to the study of the question of payments in lieu, but to all the recom- 
mendations. 

The Cratrman. I appreciate that, s 
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Mr. Lasovirz. And while, of course, it is our—we have every inten- 
tion of expediting that study; the report only became available within 
the last 2 weeks. 

The Cuarman. I appreciate that. 

Mr. Lasovirz. And the Director’s letter was written as it was be- 
cause he felt that as a practical matter it was unlikely that we would 
be in a position, or that the Congress would be in a position to take 
action at this session if you were to adhere to the calendar that you 
have. 

The CHarrmMan. We want to thank you for your presence and your 
able representation, for your able dissertation on this matter. 

Counsel will ask for some information. 

Mr. Pincus. Mr. Labovitz, would the Bureau of the Budget supply 
for the committee a list of the properties that would be affected by 
the Meader bill, as amended by the proposed amendment left with us 
by Mr. Derounian this morning‘? I understand Mr. Derounian has, 
in effect, withdrawn his bill on the basis of that suggested amend- 
nent 

The CuairmMan. Did you see the amendment ¢ 

Mr. Lapovirz. I did not see the proposed amendment. I don’t have 
a COpy. 

Mr. Pincus. I think if we narrow it down to that, then we could 
proceed with the work of the committee. 

Mr. Laxzovirz. We will attempt to do that. As I indicated, any 
list that we supply perhaps has to be tentative, because it is impossible 
to be sure we have collected all the appropriate records. 

Mr. Pincus. And, of course, the accompanying estimate of the 
cost to the Federal Government. 

Mr. Lapovirz. Yes, sir, we will be glad to do that. 

The Cuairman. Thank you very much. 

Mr. Lapovirz. It was a pleasure, sir. 

The CHAirMAN. Return to us soon again. 

Mr. Strobel, Commissioner Strobel. 

Mr. Poorman. The Commissioner was unable to be present, Mr. 
Chairman. Jam Poorman, the Deputy Commissioner. 


STATEMENT OF FRED S. POORMAN, DEPUTY COMMISSIONER, PUBLIC 
BUILDINGS SERVICES, GENERAL SERVICES ADMINISTRATION 


I have no prepared statement, Mr. Chairman. I might simply say 
that the previous witness has outlined the Administration’s position. 
Our letter of June 3, which is included on page 15 of your document, 
is the official GSA position. 

As the chairman has previously outlined, GSA did pay taxes on 
the properties in question from about 1949 to 1952, and appeared be- 
fore congressional committees for funds to pay those taxes, 

The practice was discontinued after the court decision in question. 
Obviously, an inter-related bill, as mentioned by Mr. Labovitz, would 
be administratively advantageous to us, as the Government’s house- 
keeper, and we will be pleased to cooperate with the Bureau of the 
Budget, with this committee, in any way on the basis of any sched- 
ule that is determined desirable to develop information on this par- 
ticular bill or any composite bill. I have with me Mr. Peyton, who is 
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Director of our Real Property Disposal Division, and also Mr. Silver- 
stein of the Office of General Counsel, and collectively we will be 
pleased to answer any questions the committee may have. 

The CHAIRMAN. Permit us to count the bells, please. 

That isa call tothe floor. Itisarolleall. We will have to adjourn 
at this time. We will adjourn to meet tomorrow morning, in room 
1501. Probably after this rolleall everybody will want to go to 
dinner. I am sure the witnesses will want to do that. So we will ad- 
journ the meeting until tomorrow morning, at 10 o’clock, in room 
1501, 

(Whereupon, at 4:15 p. m., Wednesday, July 15, 1955, the hearing 
adjourned to Thursday, July 14, 1955, at 10: 00 a. m., in room 1501.) 
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AMENDMENT TO THE FEDERAL PROPERTY AND 
ADMINISTRATIVE SERVICES ACT OF 1949 


(Payments in Lieu of Taxes—Property Transferred by Re- 


construction Finance Corporation to Other Government 
Departments) 





THURSDAY, JULY 14, 1955 


Housr OF REPRESENTATIVES, 
C‘OMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, i,t), 

The Committee on Government Operations met, pursuant to ad- 
journment, at 10 a, m. in room 1501, New House Office Building, Hon. 
William L. Dawson, chairman, presiding. 

Present: Congressmen Dawson, Holifield, Mollohan, Fascell, Holf- 
man, Riehlman, Harden, Brownson, Meader, Brown, and Younger. 

Also present: Christine Ray Davis, staff director; Orville Poland, 
general counsel; William Pincus, associate general counsel; Annabell 
Zue, minority staff; and Helen M. Bayer, minority staff. 

The CHarrMan. Will the committee come to order / 

I will call on Congressman Clark, of Pennsylvania. Happy to have 
vou with us, Congressman. 

Mr. Ciark. Thank you, Mr. Chairman. 


STATEMENT OF HON. FRED M. CLARK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


[am Frank M. Clark, Representative of the 25th Congressional Dis- 
trict of Pennsylvania. It has been necessary for me to attend the 
executive sessions of the public committee during these hearings ; how- 
ever, | appreciate your allowing me to say a few words in behalf of 
H. R. 6182. 

I was born and raised in Lawrence County, Pa., and therefore am 
well acquainted with the situation that has been brought about by 
the removal of the former United Engineering & Foundry plant in 
New Castle, Pa., from the taxtable list. This plant is the largest 
single plant in the area and therefore would ordinarily be the largest 
source of revenue to the local governments. 

I believe the following points should be considered by this com- 
mittee : 

1. The Reconstruction Finance Corporation, an agency of the Fed- 
eral Government, accepted the land upon which this plant was built 
as a gift from the city of New Castle, constructed the plant and leased 
its operation under an agreement whereby local taxes would be paid. 


8] 














S82 FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 


In December of 1953, the Federal Government accepted title to the 
property, without actual notice to the local governments, so that no 
provision was made in their budgets for this loss of revenue. This 
loss of over $200,000 in 2 years has mater ially affected their operation. 
It would appear to me that some immediate relief is necessar y in this 
situation. 

2. Since the Federal Government placed these communities in the 
position they now find themselves, it seems only morally just that it 
should-furnish some relief. We all recognize the fact that these prob- 
lems arose as a result of the last war and are continuing, not through 
“ desire of the local communities but as a result of world tension. 

These properties have been declared surplus by the Reconstruc- 
a Finance Corporation. The plant in New Castle should be sold 
and returned to private industry. I believe this process would be 
materially hastened if the Federal Government had to face tax pay- 
ments yearly as does private industry. 

‘4. L also feel that where Government-owned property is leased to 
a private manufacturer, that either that manufacturer has a great 
advantage over his competitors, in that he does not have to add to 
the price of his product the cost of local taxes or the Federal Govern- 
ment has included that amount in their lease and therefore should 
ightly return it to the local government. 

It should be kept in mind that the cost of supplying facilities to 
teeie plants does not terminate upon the passage of titles from one 
agency of the Government to another. This does not take into con- 
sideration the incidental expenses, such as the new sewers installed for 
the sole benefit of the New Castle plant and the $29,000 paid by the 
city for improvement of a street that can serve only this plant. These 
capital improvements were made on the basis of future anticipated 
= nues—the very revenues that have been abruptly terminated. 

While immediate relief may mean a sizable expenditure, never- 
ct it would seem that the Government leases should have the same 
provisions as those by the RFC which provided for payment of sums 
in lieu of taxes, and would then not only place the Government lessors 
in a fair competitive position but would recoup a considerable part of 
= os 

. While I appreciate the advantages derived from a comprehensive 
aie yet such laws entail considerable time and study. Failure to give 
immediate relief to a recognized need would hardly be fulfilling « our 
duty. In my mind, any future legislation would necessarily inc clude 
the situations now under consideration. Future delay would only 
mean additional hardship, while passage of 6182 could produce valu- 
able information for drafting more comprehensive legislation. 

I thank you very much for the opportunity of appearing before this 
committee. 

The CHarrMan. Do you have any questions, Mr. Riehlman ? 

Mr. Rren_man. No questions. 

The Cuamman. Do you have any questions, Mr. Mollohan ? 

Mr. Motionan. No questions. 

The Cuatrman. Congressman, do you believe a local community 
receives a benefit through the installation of these plants? 

Mr. CrarK. Yes, they did, very much so, by the income derived 
while the plant was in operation. 
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The CuatmrMan. Don’t you think most communities would gladly 
welcome the installations ? 

Mr. Ciark. Yes; and I may say that we would gladly welcome the 
plant to be back in operation again. 

The CHarmnan. If you get in operation again, you might waive 
taxes, would you not, because of the benefit to the ommunity ¢ 

Mr. Cuark. It would be extra work, and the income derived from 
it by people working there, but it would make a very bad hardship 
on the community, the schools, and the local government. 

The Cuarrman. You do not believe that State or local governments 
should have the right to tax the Federal Government ¢ 

Mr. Crark. I say “Yes,” under the Reconstruction Finance Cor- 
poration provisions. 

The CHarrMan. That was done as a legislative act, not as a matter 
or right. When the conditions are changed and the Reconstruction 
Finance C orporation no longer holds title, you do not mean that is 
a matter of right, that there was any right in the local community 
under the law whereby the Government ‘should have paid taxes, do 


vou ¢ 


Mr. Cuiark. I feel that the Reconstruction Finance Corporation 
should have made provisions in this to take care of it when they turned 
it over. 

The Cyamman. We created the Reconstruction Finance Corpora- 
tion and ended the Reconstruction Finance Corporation, and the Re- 
construction Finance Corporation had no discretion about it. They 
couldn't write law for us. We made the law under which they lived 
and under which they acted while they lived, and when they died, 
the law died with them. 

The next Government agency couldn’t pay taxes under the law, so 
there is no legal justification for these agencies paying taxes. That 
is why we are meeting here today, to find out if we can relieve the 
situation by legislative act. 

Mr. Ciark. Well, I feel it is only the moral thing to do, to get some 
kind of legislation to take care of these communities that have been 
hit so hard. 

The CHatrman. The moral thing to do, as you say, would indicate 
there is some Samora: [ Laughter. | You don’t think there is 
any immorality in the Government, now, do you?  [Laughter. | 

Then why should the Government pay taxes on facilities ¢ 

Mr. Ciark. I think that the engineering plant as it stands today, 
and the money that the Government has in it, that they should get 
« workable solution for the selling of this plant, and the sooner the 
better. 

The CHairman. Thank you, Congressman. That is why we are 
here today. We are exploring all angles of this situation, trying to 
arrive at a conclusion. 

Mr. Rieutman. May I have the opportunity at this time of insert- 
ing in the record a statement by Representative Harold C. Ostertag, 
from the State of New York, which sets forth his interest in this leg- 
islation; and may I also say that Mr. Ostertag was one of the mem- 
bers of the Commission studying the intergovernmental relations prob- 
lems. 

I have read his statement, and as far as I can see, he concurs in the 
merits of the legislation we are considering today. 
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The CratrMan. Congressman, vou are a witness and have read this 
statement. Do you concur in his statement ? 

Mr. Rreniuman. Yes. I realize it is a very complicated piece of 
legislation and one that needs a tremendous amount of study, and I 
have come to the conclusion that we have to start somewhere, and I 
realize there will probably be some inequities, and pressure will be 
brought upon the committee to take other action as time goes on. I 
feel that can be done, and I think it is the duty of the committee. 
Your chairman—and I am sure will be here another year | laughter |— 
I suggest we have a special committee continue the study of this great 
problem. 

I will now submit this statement by Representative Ostertag. 

(The statement referred to follows :) 


STATEMENT OF Hon. Harotp C, OSTERTAG, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NEW YORK 


Mr. Chairman, I wish to commend the committee for devoting this time to the 
problem of intergovernmental tax immunities. There are few problems in our 
Government which are so complex and so urgently in need of corrective legisla- 
tion, based on an informed and coherent policy at the national level. 

The Federal Government today is the largest property Owner in our country, 
holding about one-fourth of the land area of the United States. Much of that 
land has always been in the publie domain but a very large part of it represents 
land acquired in recent years for war and defense purposes. The Federal Govern- 
ment has followed a great variety of policies with respect to the taxes on these 
lands. In some instances it pays local and State taxes; in some instances it 
makes payments in lieu of taxes; sometimes it pays land taxes, but ignores 
special assessments. In many cases it makes no payments whatever. 

Where these federally owned properties have been subtracted from the State 
and local tax base, the result has been to cause severe dislocations and hardships 
and lay heavy and unwarranted burdens on local taxpayers. 

For example, the city of Rochester, N. Y., part of which lies in my district, 
has suffered tax losses aggregating $750,000 as the result of the acquisition by 
the Federal Government of two large industrial properties, the Naval Industrial 
Reserve plant and the so-called A, O. Smith plant. Naturally, Rochester would 
like to see these properties paying taxes again, and the city council has so stated. 

The Commission on Intergovernmental Relations, which has just completed its 
2-year studies, devoted a great deal of time to the problem caused by inter- 
governmental tax immunities. Its report and that of its Study Committee on 
Payments in Lieu of Taxes and Shared Revenues are well worth the study of 
this committee. 

In general, the Commission favored the establishment of a broad system of 
payments in lieu of property taxes, particularly on commercial or industrial 
properties owned by the Federal Government. It also recommended the pay- 
ment of special assessments and transitional payments in lieu of taxes in certain 
cases, 

Its report said: ‘The Commission believes that these payments are necessary 
to help preserve financially healthy local governments. Present tax immunities 
of Federal property have weakened many local governments. The States and 
the National Government share in the responsibility for avoiding actions which 
impair the financial ability of local governments. Equity as between Federal 
and local taxpayers requires the National Government to make appropriate 
payments. These should be based largely on the property tax system, which is 
the main source of local revenue.” 

I believe these are sound guidelines for the committee’s thinking. 

Without discussing the merits of the bills before you, I do want to voice two 
general observations. The first is that a piecemeal approach to the general 
problem of tax immunities would appear in general to be undesirable. Some of 
the measures under consideration here would affect only limited categories of 
federally owned properties and for a limited time only. Such an approach 
would undoubtedly relieve certain local situations, but the larger problem of 
Federal tax responsibility to the States and localities would remain unsolved. 
I hope this committee will not deal with the problem piecemeal, but will devote 
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its efforts to the formulation of a broad policy with which we can live, in equity 
and justice, in the years to come. 

The second observation [ wish to make has to do with the so-called cutoff 
date in some of the measures now before you. This has been a matter of exten- 
sive discussion wherever two or more tax experts are gathered together. 

It is virtually impossible however, to fix a cutoff date, for retroactive reimburse- 
ment of localities, which will not create as many injustices and inconsistencies 
as it overcomes. In this connection, I should like to call the committee’s atten- 
tion to a dissent entered by the Under Secretary of the Treasury, Marion B. 
Folsom, to the recommendations of the Study Committee on Payments in Lieu 
of Taxes of the Commission on Intergovernmental Relations. The committee 
suggested a cutoff date of September 8, 1989. Mr. Folsom pointed out, in dissent, 
that in 15 or more years that have elapsed since that date, a large amount of 
the properties involved have changed hands, and the dislocations in the tax base 
caused by Federal acquisitions have been reflected in the property transfers. 
Sample data indicate, for example, that of the 23.5 million individuals who owned 
homes in 1940, not more than half owned the same home in 1954. Thus, he said, 
“if Federal payments were now initiated on properties acquired as long ago as 
1939, they would in large measure accrue to property owners who are not entitled 
to them. Such unnecessary gratuities at the expense of Federal taxpayers are 
not justified.” 

This is true, and moreover, the same reasoning would apply in some measure 
to any other cutoff date which might be fixed. It would therefore appear to be 
the part of wisdom for Congress to lay down a coherent and just policy for the 
future, rather than try to correct the mistakes of the past. To do otherwise 
would be to create as many problems as we solve. 

(As an example of the hardship worked on municipalities by present statutes 
and practices, and as an indication of the need for early and comprehensive 
action on this important issue, I submit herewith a certified resolution adopted 
by the city of Rochester, N. Y., on July 13, 1955 :) 


CERTIFIED RESOLUTION, City CLERK’S OFFICE 


ROcHESTER, N. Y., July 13, 1955. 
To Whom It May Concern: 

I hereby certify that at a meeting of the council of the city of Rochester, held 
in the city hall, on July 12, 1955, a resolution was adopted of which the following 
is a true copy; and at the time said resolution was adopted the council consisted 
of nine members. 

*"RESOLUTION NO. 55-33 


“By Councilman Scofield 


“Whereas the Federal Government, acting through the Reconstruction Finance 
Corporation, has, since 1941, acquired properties for manufacturing and storage 
purposes in the city of Rochester, and has leased these properties from time to 
time to private corporations and individuals while at the same time claiming 
and securing exemption from city taxes pursuant to Federal legislation; and 

“Whereas from that time to this the city of Rochester has lost more than 
$60,000 per year in real-estate taxes for a grand total of more than $750,000, 
which the taxpayers of the city of Rochester have had to pay ; and 

“Whereas there is now pending in the Congress a bill known as H. R. 6182, 
to amend the Federal Property and Administrative Services Act which directs 
the Federal Government to pay to the various cities a sum in lieu of taxes on 
such projects : Now, therefore, be it 

“Resolved, That it is the opinion of this body that taxes for such real property 
required for national defense should be paid by all the cities of the United States 
of America and should not be paid exclusively by the taxpayers of the munici- 
palities where such projects are located ; and be it further 

“Resolwed, That the city manager be, and he hereby is directed to advise Con- 
gressman Keating and Ostertag to present the views of this body herein expressed 
to the Congress of the United States, and that they be requested to work for 
and seek the adoption of H. R. 6182 now pending in the Congress. 

“Attest : 

“TSEAL] T. P. O'Leary, City Clerk.” 


The CHarrMan. Our next witness will be Congressman Macdonald, 
of Massachusetts. Happy to have you with us, Congressman. 
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STATEMENT OF HON. TORBERT H. MACDONALD, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. Macponatp. Thank you very much. 

[ appreciate the opportunity to be here. 

My immediate interest is in H. R. 7291, a bill I introduced to amend 
the Federal Property and Administrative Services Act of 1949 making 
temporary provision for payments in lieu of taxes with respect to cer- 
tain real property transferred by the Reconstruction Finance Corpora- 
tion and its subsidiaries to other Government departments. This bill 
is In principle the same as H. R. 6182 and several other bills that have 
been introduced by other Members of Congress. 

My bill is designed to assist municipalities to overcome what has be- 
come one of their major problems—that of the Federal Government 
taking away tax revenue from the municipalities which had been paid 
on large amounts of real property. 

My bill prevents this great inequity created in all our many munici- 
palities when the Federal Government moves in and takes off the local 
tax rolls billions of dollars of assessed valuations that have heretofore 
been subject to local taxation. 

This inequity is clearly illustrated, in capsule form, by the plight in 
my own Massachusetts Eighth Congressional District of a serious tax 
problem created in the city of Everett by the General Electric Corp. 
operation of a plant for the United States Air Force. This plant is 
known as Air Force plant No. 28. The whole area of which I speak 
was owned by the General Electric Corp. from 1911 to 1941. Local 
taxes were paid to the city of Everett on this area by the General Elec- 
tric Corp. On March 13, 1941, the area was acquired by the Defense 
Plant Corporation. Air Force plant No. 28 was built in Everett by 
the Defense Plant Corporation and leased to the General Electric 
Corp. during World War II and was then known as Plancor 46. It is 
to be noted that the Defense Plant Corporation during World War II 
paid taxes to the city of Everett during the fiscal years of 1942, 1943, 
1944, and 1945. 

The Defense Plant Corporation was dissolved July 1, 1945. The 
same day, July 1, 1945, the property in question was then acquired by 
another governmental agency, namely, the Reconstruction Finance 
Corporation. Once again taxes were paid by the Reconstruction Fi- 
nance Corporation to the city of Everett for the fiscal years of 1946, 
1947, and 1948. In 1948 the property was assessed to the Reconstruc- 
tion Finance Corporation in the amount of $1,905,000. 

This property was then conveyed to the Air Force of the United 
States by the purely paper “sale” under the provisions of Public Law 
364, 80th Congress, on a nonreimbursable basis. Approximately 
$50,000 of new construction has been added and approximately $125,- 
000 has been required for rehabilitation. However, Mr. Chairman, 
I call to your attention that from September 7, 1948, up until the pres- 
ent time, not 1 cent of taxes has been paid to the city of Everett for 
this very valuable property. This has resulted in an unfair tax loss to 
the city of Everett of approximately $90,000 annually. In view of 
the mounting cost of welfare, fire. police, and other services afforded 
by Everett to its citizens and taxpayers, this tax loss has become a 
severe hardship on the people of that hard-working community. What 
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is more amazing, Mr. Chairman, is that during this period, and despite 
the fact that the city of Everett has not received 1 cent of tax from 
any source on that valuable property, there has been no hesitation to 
demand from the city of Everett that this factory be supplied water, 
fire and police protection and adequate sewerage facilities. What is 
even more astonishing is the fact that during the summer of 1953, a 
the duly accredited collective bargaining agency was out on strike a 
this General Electric operation, “the officials of that company ae 
manded that the city of Everett furnish police coverage at the plant 
with no expense to be charged to the General Electric plant. 

It is pointed out that police coverage was furnished. Who paid 
the cost? The long suffering taxpayers of the city of Everett? It is 
interesting to note that at the time of the request for police protection 
no request: was made for same by the Federal Government, who are 
supposedly owners of the plant. Here we have a Government-owned 
plant which is operated by a private corporation for one purpose and 
one purpose only, that of mz kine a profit for the stockholders of the 
company. While it is perfectly clear that this is a legitimate ambition 
and one to be encouraged under our free-enterprise system, it also 
seems to me that such a company which is privately operated should 
not be operated at the expense of the long suffering local taxpayers of 
the city of Everett. 

It is clearly not fair nor in keeping with the best tradition of the 
free-enterprise system to have property of this nature tax-free while 
other similarly located plants pay their fair share of costs to the city 
from whence their necessary local services flow. 

I ask the question, Why should the Army Air Force be the first of 
a number of Government agencies to refuse to pay taxes, when in fact 
the Army Air Force does ‘not run the f factory but merely is the fee 
holder of ownership papers? It is perfectly clear that the General 
Elec tric Corporation runs and operates this factory and it is equally 
clear that General Electric along with the other industries of the 
city of Everett should pay their fair share of the tax- poor city. 

The city of Everett has a population of some 46,000 but an area of 
only 3.61 square miles, so you can readily see that available land is at 
au premium and that the city of Everett can ill afford to lose any valua- 
tion, Their assessed valuation, both real and personal, approximates 
some $99 million. There are in the city of Everett six major indus- 
tries, five of which pay taxes and the sixth of which I speak does not, 
vet, receives the same benefit and privileges as the other five major in- 
dustries, including access to a highly skilled labor market. 

I say to the members of this committee that this situation in Everett 

cannot, be permitted to go on year after year. It is clearly not fair 

that this transfer of property from one Government agency to another 
(rovernment agency should change the tax rights, The first Govern- 
ment agency paid taxes to the city of Everett: why should the second 
Government agency, acting merely in its capacity as landlord, not pay ? 
The inhabitants of the city of Everett, as a majority, are a working 
class ranging in salary from $3,000 to about $6,000 per year, with the 
average home being assessed in the neighborhood of $5,000. “The good 
people of Everett can no longer afford to carry the United States Gov- 
ernment or the General Electric Co. on their back to the tune of a $2 
million valuation free ride. 
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It is to meet situations of that character that I have introduced this 
proposed legislation, 

Some 60 other properties, largely industrial in nature, in 20 States 
would also be affected by my bill, according to a list furnished by the 
Bureau of the Budget. I would like to point out that the payments 
assured by my bill will provide badly needed revenue for State and 
local governments and school district in which those plants are located. 
In my home State of Massachusetts there are at least four such plants 
receiving services such as sewage disposal and water without reim- 
bursing localities in like proportion to other similar plants. It has 
also been brought to my attention that schooi districts throughout the 
Nation have been educating children of parents employed in many 
of those Federally owned plants also without paying for those services 
in like proportion to other school taxpayers. 

The President has recognized the plight of local units of govern- 
ments and their difficulty in obtaining adequaate reyenue to provide 
necessary local services, paeeeny in the light of heavy Federal 
taxation and extensive real property holdings by Federal agencies. 
In fact, on March 30, 1953, he requested the establishment of a com- 
mission to study and make recommendations with respect to the Fed- 
eral Government programs as they affect States and their political 
subdivisions. This commission, better known as the Commission on 
Intergovernmental Relations, after 2 years of study, has recently filed 
its comprehensive report. On the subject of payment in lieu of taxes 
the Commission said in part : 

The Commission recommends that the National Government inaugurate a 
broad system of payments in lieu of property taxes to State and local govern- 
ments. The most important class of properties on which such payments should 
be made is commercial or industrial properties. Special assessment payments 
and transitional payments in lieu of taxes should be made in certain cases. 

The Commission believes that these payments are necessary to help preserve 
financially healthy local governments. Present tax immunities of Federal prop- 
erty have weakened many local governments. The States and the National 
Government share in the responsibility for avoiding actions which impair the 
financial ability of local governments. Equity as between Federal and local tax- 
payers requires the National Government to make appropriate payments. These 
should be based largely on the property tax system, which is the main source 
of local revenue. 

I am happy that the Commission on Intergovernmental Relations 
endorses the objective of my bill. I am firmly of the opinion that the 
Federal Government does have an obligation and a positive duty to 
correct situations that arise through no fault of the local governments 
whose tax base is being whittled away through exemption rights pos- 
sessed by the Federal Government. 

I sincerely hope that favorable consideration by the committee can 
be given my bill in order to alleviate the financial injustice to munici- 
palities which exists under the present state of our law. 

I have with me Mayor Crowley, of Everett, Mass. 

The Cuarman. Would you ask the mayor to come forward and 
have a seat beside you, Congressman ¢ 

Mr. Macponaxp. Yes, sir. 

Will you come forward, Mayor Crowley / 

Mayor Crowtry. Yes, sir. 

The CHarrMan. Have you any questions, Mr. 
Mr. Riruiman. Nothing. 


Riehlman ? 
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The CHarrman. Mr. Meader? 

Mr. Mraper. Mr. Macdonald, do you know what the cost of that 
plant was, originally ¢ 

Mr. Macponatp. You mean back in 1911, or when the new part was 
built by the Defense Plants Corporation? In 1948 the property was 
assessed for $1,905,000. What its true value is, I don’t know. 

Mr. Meaper. In 19487 

Mr. Macponacp. Yes; $1,905,000. 

Mr. Meaper. I notice that in the list prepared by the Budget Bureau 
of plants that would be affected by this type of legis lation, they do 
not have the amount of taxes paid on Air Force. plant No. 28 at 
Everett. 

Do you know what the amount of those taxes was / 

Mr. Macvonaup. Presently, they don’t pay any taxes. 

Mr. Meaper. I mean, when they did pay taxes. I think you men- 
tioned $90,000. 

Mr. Macponarp. Yes. 

Mr. Meaper. Was that the amount of taxes paid to all local units 
of government / 

Mr. Macponaup. Mr. Meader, the best way I can answer that ques- 
tion is to say that under the current tax rate, 1954 tax rate, the taxes 
would be $90,000. It is rather difficult to mathematically estimate 
what the tax rate was in 1948. 

Mr. Mraper. I have just been shown a table prepared by the De- 
partment of Defense, in which the tax paid is listed as $59,800. So 
your figure of $90,000 would account for the increase in rate since it 
went off the tax roll. 

Mr. Macponavp. Right. 

Mr. Meaper. Do I understand that you have introduced a bill on 
this subject ? 

Mr. Macponarp. Yes. 

Mr. Meaper. What is the number of it / 

Mr. Macponarp. 7,291. 

The CuHarrmMan. Mr. Mollohan ? 

Mr. Motitonan. I have no questions. 

The CHarrMan. Congressman, I was interested in a statement you 
made in your testimony, in which you said that—and I am referring 
to General Electric—that they were interested in profits. You 
don’t think they would make profit out of failure to pay taxes, if they 
could get around paying taxes to the community; you don’t think that 
they would do that, do you ¢ 

Mr. MacponaLp. Why, yes, sir; I certainly do. I have nothing 
against General Electric. I think most of the companies would do the 
same thing. 

The CHatrman. And as long as—— 

Mr. Macponatp. Excuse me, I should include small companies, too. 

The Cuatrman. When the Government operated a plant, they were 
not interested in profits; were they ? 

Mr. Macponap. I hope not, sir. 

The CHairMan. Then this move of getting the Government out 
of business, where the Government. is carrying on a business for the 
benefit of the people, they do it without being interested in the ques- 
tion of profits; do they not ? 
Mr. Macvonarp. That is right. 
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The Cuartrman. Then, as you transfer that business to private in- 
dustry, the profit element comes in; doesn’t it? 

Mr. Macponavp. It would seem to me that not only does it come 
in, but it takes charge. The profit motif takes over. { Laughter. | 

Mr. Rrenutman. I am sure the Congressman has no objection to 
that. 

Mr. Macpvonarp. No; I have no complaint against General Electric, 
or even General Motors, making a profit. That is the system that 
made this country great; but they shouldn’t do it at the expense of the 
taxpayers of a city which is hard-pressed already. 

The CyHatrman. In the light of the question raised by my distin- 
guished friend from New York, Mr. Riehlman, about what has brought 
this country to where it is today, I think the activities of our Govern- 
ment, the things the Government has built up through the years in 
order to protect this country, everything that went to give us new 
weapons, I think that is a fundamental part of the history of this 
Nation, and the success we have had in time of war. Don’t you agree 
with that ? 

Mr. Macponatp. I do. 

Mr. RrenitMan. Without the help of industry, and I mean big indus- 
try or small industry, we would never have had the protection we have 
had in this country. 

The Cramman. That is true: but the difference between the two is 
that these installations that were put in as necessary, were necessary 
because industry was not doing them to protect our Nation. Any time 
we got in trouble, industry produced, but also produced at a profit. 
[ Laughter. ] 

Mr. Brown. Of course, I think the gentleman from Massachusetts 
will agree with me that these Government plants didn’t pay much tax, 
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did they ? 

Mr. Macponatp. No, [ don’t think I would agree with you, sir. I 
think they paid the same amount of taxes that private industry would t 
have during that period. | 

Mr. Brown. How, in lieu of taxes? 

Mr. Macponatp. They paid a regular—— i t 

Mr. Brown. You mean the Government-operated plants paid local = [7 
taxes to your communities ? . 

Mr. Macponatp. Under the Reconstruction Finance Corporation: t 
yes. I 

Mr. Brown. I am talking about the Government-operated plants, : 
where the Defense Department operated a plant. 

Mr. Macponatp. Well, that is the whole point. They don’t operate. h 
It is operated by the General Electric Co. 4 

Mr. Brown. You mean, in this particular instance, the Reconstruc- [7 
tion Finance Corporation has given it to private industry, and they li 
pay taxes / 

Mr. Macponatp. They did; they do not now. And I think they 
should be paying taxes. 

Mr. Brown. Then they don’t pay taxes or they do pay taxes—which 
is it? It can’t be both. Which is right; do they pay taxes or don’t t] 

Ww 


they ? 

Mr. Macponaup. They do not now, and I think they should. 

Mr. Brown. Of course. And they haven’t paid local taxes if the 
Government either owns them or has somebody else operate them. 
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Mr. Macvonaup. Well, I repeat, they did pay taxes to the c ity of 
Everett in this particular instance, from 1941 through 1948. 

Mr. Brown. They paid something in lieu of taxes, didn’t they / 

Mr. Macponaup. Well, it was tax money to the city of Everett. I 
will put it that way. 

Mr. Brown. [ just heard the end of the discussion about General 


Electric. Does General Electr ic pay any taxes up there / 
Mr. Macponaup. It doesn’t, in Everett; it does in Lynn, I imagine. 
Mr. Brown. But they operate this particular plant ¢ 


Mr. Macponap. Yes, sir. 

Mr. Brown. What about private industry? Where the Govern- 
ment ought to do the job instead of private industry / 

Mr. Macponarp. I was only an interested listener, but I didn’t 
participate in that particular exchange. { Laughter. | 

Mr. Brown. You didn’t agree ? 

Mr. Macponaip. On parts I did, on parts I didn’t. {Laughter | 

Mr. Brown. Well, you are a pretty good witness. [ Laughter. | 

[ couldn’t help but overhear the statement of the chairman about 
the huge profits which private industry makes. The Federal Govern- 
ment ok anywhere from 95 percent down to 52 percent of these 
profits as taxes during the war, and it was private industry which 
saved this Nation by produci ing war goods more efficiently, economical- 
ly, than any Government plant could ‘possibly do. 

Mr. Motxionan. That is open to argument. 

Mr. Brown. Such plants paid anywhere from 52 to as high as 90 
percentage tax, and you can’t run this Government on wind and water, 
in spite of the fact it 1s the desire of some people to do so. 

Mr. Macponap. I never heard anyone express that desire. 

Mr. Brown. That is what some people suggest, that no one pay tax, 
but that private industry should do this-and-that, and so forth. What 
would you have left to operate on, if private industry did not pay 
taxes, and if the Government ran it all? How would the Government 
function ? 

Mr. Macponatp. Does the gentleman really expect an answer to 
that question ? 

Mr. Brown. Yes. 

Mr. aot ALD. I appreciate the sentiments expressed in the ques- 
tion, but, No. 1, 1 have to disagree that private industry won the war. 
I may be ee ed on that score but— 

Mr. Brown. You think it could have been won without it 4 

Mr. Macponavp. That, I don’t know, but I know that you couldn’t 
have won the war without the Army and Navy and Marines and Air 
Force. 

Mr. Brown. I agree, but 90 percent of our forces came from civilian 
life. 

Mr. Macponatp. Of which I was happy to have been one. 

Mr. Brown. It was the men who came in from private life. 

Mr. Macponatp. Yes; I agree. 

Mr. Brown. And it was America’s ability to produce war material 
that won. Without that productive capacity behind the fighting men, 
we couldn’t have won. 

Mr. Macponatp. Agreed 100 percent. 
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Mr. Meaper. May I ask a question about this bill before us? 

The Cuarrman. Yes. 

Mr. Brown. I question the constitutionality of discussing any legis- 
lation. (Laughter.] I was just interested in the philosophy ex- 
pressed by the chairman, that it is bad to have private enterprise do 
that. 

Mr. Motztonan. I think it has been firmly established that private 
industry won the war 

Mr. Brown. Of course. 

Mr. Motionan. But, in the same language, you have to pay tribute 
to the farmers who fed all these armies of free enter prises. 

Mr. Brown. The free-enterprise system kept us free, that is right. 
Because of it we defeated the dictator states, which owned and con- 
trolled the operations of the lands and the factories, and so forth and 
so on. 

Mr. Morionan. I think the gentleman should be congratulated on 
his speech. I enjoyed it. [Laughter. | 

Mr. Meaner. Congressman Macdonald, do you happen to know how 
much of the output of the General Electric plant at Everett is sold to 
the Government, and how much is sold to the public ¢ 

Mr. Macponarp. I think it sold 100 percent to the Government. 
They make airplane parts, superchargers, and that sort of thing. 1 
think they operate a foundry there that does some work for General 
Electric, that eventually ends up on the private market, but the Everett 
plant of General Electric is mainly Government work. 

Mr. Meaper. The reason I was interested in the plant is because the 
plant in my district, approximately half of it is work for the Govern- 
ment, and half for general industry, and I was just wondering 
whether you had any similar figures. 

Mr. Macponatp. No, sir. I ‘would say, roughly 98 percent. 

Mr. Meaper. That is all I have. 

The Cuatrman. Thank you very much, Congressman. I am sorry 
we got off on a discussion of the philosophy of government. [ Laughter. | 

Mr. Macponat. I enjoyed it. 

The CuHatrman. Mr. Crowley, will you identify yourself for the 
record and proceed ¢ 





STATEMENT OF HON. PHILIP J. CROWLEY, MAYOR, EVERETT, MASS. 


Mayor Crow.try. Mr. Chairman and members of the committee, 
my name is Philip J. Crowley, mayor of the city of Everett, Mass. I 
gi ‘eatly appreciate this opportunity of appearing before your commit- 
tee in support of bill H. R. 6182 and appealing to your sense of justice 
to help us overcome the hardship which has been imposed on our com- 
munity. 

For some 5 years I have been endeavoring to obtain passage of legis- 
lation to eradicate the unfairness of the tax situation as it applies to 
the so-called USAF plant in the city of Everett, Mass. 

The city of Everett, Mass. has a population of some 46,000, but an 
area of only 3.61 square miles, so you can see that available |: und i is ata 
premium and that we can ill afford to lose any valuation particularly 
in view of the fact that it was necessary for me to submit to the city 
council a budget of some $6,300,000 for the year 1955. 
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The inhabitants of the city of Everett as a majority are a working 
class people, ranging in salary from $3,000 to about $6,000 per year, 
with the average home being assessed in the neighborhood of 35,000. 
Our tax rates for 1955 is $45.60 per $1,000 valuation. 

The area in Everett, which is the bone of contention, has been owned 
by the General Electric Co. for many years (since about 1911). 

This was acquired by the Defense Plant Corporation on March 13, 
1941, and a plant erected by them. 

Mr. Meaper. May I ask, for clarification, was there any k nd of 
building on that property before 1941 ? 

Mayor Crowtey. Just land. 

Mr. Meaper. And it was on the tax rolls? 

Mayor Crowtry. Oh, yes; it was on the waterfront and hai some 
value. 

I should point out that the owner of record as of January 1, of any 
year is the party who is assessed for tax purposes here in Massa lhusetts. 

Accordingly, bearing that in mind, the Defense Plant Corporation 
paid taxes to the city of Everett in 1942, 1943, 1944, and 1945. 

The Defense Plant Corporation was dissolved on July 1, 1945, by 
Public Law 109 (79th Cong.). 

The property in question was then acquired by another governmental 
agency (the Reconstruction Finance Corporation) on July 1, 1945. 

This governmental agency paid taxes to the city of Everett in 1946, 
1947, and 1948. 

I should also point out that in 1948 this property was assessed to the 
REC in amount of $1.905,000. 

But on September 7, 1948, this property was sold to a third agency 
of the Federal Government (the USAF). And from then on, no taxes 
were paid to the city of Everett. 

The CHarrman. Why do you use the words, “this property was 
sold,” instead of “transferred” ? 

Mayor Crow ey. | thought it was sold. I believe there was a bill 
of sale on that, sir. 

The CuarrMan. From one Government outfit to another 4 

Mayor Crow.ry. Well, the first two they called Government corpo- 
‘ations, and this third one is an agency of the Government; but it 
seems to me there was a bill of sale. 

Mr. Brown. Did the Reconstruction Finance Corporation refuse 
compensation for it from Air Force funds? 

The CratrMan. I wouldn’t think so, because one was dissolved in 
the transfer. 

Mr. Peyton, can you answer that question ? 

Mr. Peyton. Whether there was reimbursement for this transfer? 

The CHamMan. Yes. 

Mr. Peyton. No; I am not familiar with this particular case at the 
time of transfer between Reconstruction Finance Corporation and the 
Air Force. It could have been by special legislation. 

The Cratrman. Do you know what provisions were made when 
they dissolved the Defense Plants Corporation—whether all that prop- 
erty was transferred to Reconstruction Finance Corporation ? 

Mr. Pryron. Well, it was merely—the Defense Plants Corporation 
was merely a subsidiary corporation of the Reconstruction Finance 
Corporation. It was simply a simplification of the corporate struc- 
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‘ure of Reconstruction Finance Corporation. , That is all it amounted 
to. 

The CuairmMan. So that would not be a sale from a subsidiary to a 
parent corporation, but merely a transfer ? 

Mr. Peyton. Yes. 

Mr. Meaper. Mr. Chairman, could either the mayor or Mr. Mac- 
Donald tell us what the cost of the plant erected on this property was, 
and what the value of the land was? 

Mayor Crow.ey. I have a letter. It deals with hearings held be- 
fore the Senate committee a year ago. There is a letter written by 
a Brig. Gen. Joe W. Kelly to Senator Kennedy of Massachusetts, and 
this may answer your question, Mr. Chairman : 

This facility was conveyed to the Air Force by a bill of sale dated September 
7, 1948, under the provisions of Public Law 364 (80th Congress), on a nonreim- 
bursable basis. 

The report said, acquisition and cost of the land and buildings was 
approximately $2,600,000, and then they go on to say that $50,000 of 
new construction and $125,000 of reconstruction took place, and that 
the taxes paid to the city of Everett in 1947 were approximately 
$60,000. 

Mr. Meapver. The reason I asked the question was, I notice you had 
this property assessed at $1,905,000, and that was on an acquisition 
cost of $2,600,000. Your assessed valuation must come pretty close 
to cost or market value in Everett. As I recall, the testimony yester- 
day with respect to the plant in Adrian was to the effect that it was 
assessed at less than $3 million, but cost $25 million. 

The CuarrMman. That was true in Michigan. [ Laughter. | 

Mr. YounGer. Isn’t it true that some of these assessors assess at 100 
percent, some at 60, and some at 50? 

What is the process of assessment? Is it on a 50, 60 or 70 percent 
basis ? 

Mayor Crowiry. They aim at between 60 and 70 percent. The big 
thing on this is, it ison a river. 

Mr. Brown. And State constitutions require 100 percent of that 
area. It has a high assessment valuation and low rate, which is al- 
ways bad, because sooner or later somebody always raises the tax rate. 

Mr. Youncer. Well, this $45.60 per thousand would indicate they 
have a full assessment up there. 

Se Crow.ey. I might explain that in Massachusetts there is just 
one tax bill. In there goes everything—our county charges, all the 
charges levied against us by the State, all our school costs, all in one 
pac kage. Some States send out different taxes for schools, counties 
and cities, but we have one package. 

Mr. Brownson. Is the industry assessed the same? I notice, in 
the opening paragr aph of your statement, you said your average resi- 
dence was assessed in the neighborhood of about $5,000; would that 
represent the same ratio as your assessment on industry 4 

Mayor Crowrey. I would say 50 or 60 percent. Everett is an old 
city, and some of these assessments were put on many years ago, and 
no doubt they should be brought up. 

Mr. Brownson. You haven't conducted a recent reassessment ? 

Mayor Crow.ry. No; we have had new construction going on, and 
probably we do hit the 60 percent on them. 
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Mr. Brownson. That would have a tendency to produce inequities. 
Some of the older construction could be sold for more than it orig- 
inally cost. 

Mayor Crowtry. Most of our evaluation has been on land. Land 
has the value. 

Mr. Brownson. Thank you very much. 

Mayor Crowtey. I| think I left off where I pointed out the assess- 
ment to the Reconstruction Finance Corporation. 

This has resulted in a tax loss to the little city of Everett of approx- 
ims ately $90,000 annually, and in view of the mounting ae of wel- 
fare, fire, police, and other services afforded by Everett, this tax loss 
has worked a severe hardship to the people of this euianaty 

This inequity has been recognized by students of government 
efforts have been made to alleviate this hardship to our people. 

Despite the fact that we receive no taxes from the real or personal 
property of the area in question, they weuld not, and co not, hesi 
tate to demand from us that we supply them water, handle their sew- 
age, provided fire and police protection, and so forth. 

A recent instance occurred two summers ago when a part of the 
General Electric operations in Everett were on strike. The officials 
of that company did not hesitate to demand of the city of Everett that 
it provide police coverage of the plant, which was furnished at a cost 
to the taxpayers of Everett. although I thought at the time, and so 
ex pressed myself to General E lectric offici: als, that I was rather sur- 
prised that no request had come from the Federal Government, who 
is ostensibly the owner of the plant. 

If this area in question was a customshouse, post office, army camp, 
and so forth, I would not even raise the issue. 

But it is not. It is theoretically a Government-owned plant which 
is operated by a private corporation, who operates it for only one 
purpose—to make a profit. 

We have in the city of Everett 6 major industries, 5 of whom pay 
taxes and a sixth which is owned by the USAF and which does not 
pay a tax, but receives the same benefits and privileges as the other 
five major industries in the city of Everett. 

It is just not fair or equitable, particularly when said property 
was transferred from one Government agency to another Govern- 
ment agency, with the first Government agency paying a tax to the 
city of Everett, while the second Government agency does not have 
to pay a tax. 

We can ill afford to carry the United States Government and/or the 
General Electric Co. on our back to the tune of a $2 million valuation 
free ride. 

I must apologize for this lengthy statement, but it is difficult for 
me to summarize the matter in less words. 

I do hope, however, that I have convinced you that an inequity exists 
in the city of Everett and that you will agree that since defense pro- 
duction facilities are of national interest. and benefit to all the people, 
rather than local, the property tax costs associated with such proper- 
ties should be borne largely by Federal taxpayers rather than local 
taxpayers. 

It is my belief that this inequity can be corrected by passage of legis- 
lation as exemplified by bill H. R. 6182 and I do hope it will receive 
your favorable consideration. 
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The Cuatrman. Mr. Riehlman, any questions? 

Mr. Rirentman. I would like to ask the mayor about the services 
rendered to this factory, particularly water and the disposal of sew- 
age. They pay nothing for those services ? 

“Mayor Crow.ry. They do pay for water. 

Mr. Rreniman. But the sewerage they hook up to your trunkline 
and pay nothing for the use of it ? 

Mayor Crowtey. That is right. We belong to what is known up in 
Boston as the Metropolitan District Commission. It is a State agency. 
We are in the water and sewerage system. They send us a bill for 
the water we consume. They send us a bill for the sewerage. The 
sewerage ran somewhere around $80,000, and all the taxpayers con- 
tributed to that through their tax bill. 

Mr. Rreniman. But this plant pays only for the use of water? 

Mayor Crow.ey. Yes. 

The Cuatrrman. Any other questions, Mr. Riehlman ? 

Mr. RreHiman. No. 

The Cuarman. Mr. Brownson ? 

Mr. Brownson. This bill is written so it takes care of your particu- 
lar situation. There are other plants in the country whose owner rship 
history is different. Although this bill deals with the only situation 
that affects your own city, is it fair to assume that your general philoso- 
phy would be that any Gover nment plant leased to a private contractor 
should be assessed in lieu of taxes in the community ; is that not right? 

Mayor Crowtey. Yes, sir. 

Mr. Brownson. That is, of course, as long as the private contractor 
is operating for profit and it is not an outright Government installa- 
tion. 

Mayor Crowrry. Yes. All the Federal Government is, as I see it, 
the landlord, plus buying the equipment. 

Mr. Brownson. Sometimes we find that the Federal Government is 
like a squirrel, Once it gets ahold of anything, it tends to hold onto 
it and hoard it whether it uses it or not. [ Laughter. | 

Mr. Motnonan. Mayor Crowley, the community must derive some 
benefit from having this plant in its midst. Does not General Electric 
make any payment to the city other than that for the water bills sub- 
mitted each month? 

Mayor Crowtry. I should point out there are two General Electric 
plants in the city of Everett. They are probably a quarter of a mile 
apart. One is known as a foundry. It deals exclusively with private 
sales. I believe they do a lot with the railroads, castings, and so forth. 

They have nothing to do with the Federal Gov ernment, nor do they do 
anything in the national defense setup. They are as different as night 
and day, these two plants. 

Mr. MoinoHan. Well, in this one. 

Mayor Crow.rey. This deals with just superchargers, and so forth, 
for the Government. 

Mr. Motionan. The city gets no revenue whatsoever from them? 

Mayor Crowtry. No. 

Mr. Mottonan. How many employees are there ? 

Mayor Crowtry. It is a plant that is all barb wired, and there are 
guards around there to keep everything away. 

Mr. Morronan. It is on a national-defense scale. 

Mayor Crowtey. Yes. 
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Mr. Macponaxp. The last figures I saw were 1,800. 

Mr. Motionan. Do you know how many of them are residents of 
the community or live within the corporate limits of Everett? 

Mayor Crowtey. It would be a guess, but I would say, from three 
to five hundred. 

Mr. Mottonan. And the rest live out in the suburban area ? 

Mayor Crow ey. There is the city of Lynn, where they have a huge 
plant, and under the union setup they have what they call a bumping 
setup. If somebody is getting laid off in this Lynn plant, and has more 
seniority than in Everett, they bump and go by a seniority basis in 
the union. 

Mr. Mottonan. You don’t consider or believe that the number of 
employees who spend their earnings and their time contribute to the 
purchasing power of the community, so as to offset the loss of any tax 
revenue here by reason of the plant’s being placed elsewhere ? 

Mayor Crowtey. Oh, no. It would be an eagerly sought site for 
other industries. We are known as Little Pittsburgh. We have the 
only blast furnace in New England. We have the only oil refinery. 
It is purely an industry city. 

Mr. Meaper. Might I ask Mr. Macdonald a question ? 

The CuarrmMan. Yes. 

Mr. Meaper. Mr. Macdonald, I notice the Air Force has plant 29 
at West Lynn; is that in your congressional district ? 

Mr. Macponatp. No; not quite. It is split between Bill Bates and 
Tom Lane, I think. I think it is Congressman Lane’s, of Lawrence, 
Mass., a Democrat. 

The Cuairman. We will not hold that against him. [Laughter. | 

Mr. Brown. Mr. Chairman. 

The Cuatirman. Mr. Brown. 

Mr. Brown. I would like to point out to the Congressman from 
Massachusetts, and to Mayor Crowley, that I favor the principles of 
this bill. In fact, yesterday, before I left, I instructed my colleagues 
on the committee to cast my ballot by proxy in favor of the bill, and 
for the substance of it. The fact of the matter is, I believe, and have 
believed for a long while, that the Federal Government, inasmuch as 
it is the largest business in the world, should, whenever it moves into a 
community, either directly or indirectly, as it has in this case, and 
takes up a great deal of land and other taxable property, and doesn’t 
pay taxes, should be required by law to either pay such taxes or some- 
thing in lieu thereof. Congress has adopted such philosophy and that 
belief as expressed in the school-aid legislation, whereby different fed- 
erally owned military and other installations are required to help sup- 
port ‘the schools in which they are loc ‘ated. I have had that particular 
situation in my mind, because it exists in my own area, Paterson Air 
Force Base, where the Government took 40 or 50 percent of the taxable 
land, dumped a great many new students into the local schools, which 
couldn't carry the added costs or meet the situation, and then wanted 
to tax the few remaining property owners therefore, way beyond the 
limits fixed by the constitution and by the State law. 

Now, as I read this statement what has happened in Massachusetts 
is that probably—and I want to ask this question—and correct me if 
I am wrong—does the Air Force have an operating contract with Gen- 
eral Electric? In other words, is General Electric operating equip- 
ment owned by the Federal Government ? 

Mayor Crowtry. Yes. 
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Mr. Brown. The Federal Government owns the machinery / 
Mayor Crowtey. Yes. 
Mr. Brown. Has the Air Force made a contract with General 
Electric to serve as an operating agency to run that plant / 

Mayor Crow.ey. I would assume so. 

Mr. Macponaup. I am not sure, but I think so. As T understand, 
it is run on a cost basis. 

Mr. Brown. And of course the Federal Government gets tax money 
off any profits the company may make in the operation of that plant, 
as an agency for the Air Force ? 

Mr. Macponarp. I should think so. I hope so. 

Mr. Brown. Yes. These profits are taxable as far as the Federal 
Government is concerned, but the only people not getting any tax 
out of the operation is the local community, and perhaps the State of 
Massachusetts, because the building and equipment are actually owned 
by the Federal Government and leased out under contract, whereby 
they get paid for what they produce as an agent of the Government. 

Mayor Crowtey. I have this letter I will refer to. 

This plant is currently being operated by General Electric under a facilities 
contract, and is presently used for defense production. 

Mr. Brown. Of course, that could mean anything. You could have 
a contract to rent the building, or you could have a contract to operate 
the whole plant. I think there isa large atomic plant being built in 
Ohio by someone who gets $1, plus expenses, for overseeing the con- 
struction of it. Some get a much higher fee, and some—Chicago con- 
cerns, of course—m: ca 30 or 40 percent. | Laughter.| But out in Ohio 
we only make $1 a year. [ Laughter. | 

So, really, the question here is whether or not a Federal agency, to 
wit: the Air Force in this particular case, can take property which 
was paid for by the taxpayers through the Reconstruction Finance 
Corporation, first by way of a defense corpor ation, and then back to 
them, and then by transfer without charge, and in the end get out 
of paying any State and local taxes on the property itself, while the 
Federal Government is very careful to see that it does get the Fed- 
eral tax on any profit made by the operator. 

Of course, as I get it, Mr. Meader, this legislation is designed to plug 
a particular loophole as far as State and local taxes are concerned, 
just as we attempted in recent Federal internal-revenue laws to plug 
certain loopholes where people were evading Federal taxes. I am 
strongly for the objective, and think I under rstand your problem. 1] 
believe you have a justification for coming here and seeking relief. 

Mr. FaAscey. Is there prohibition under Massachusetts law from 
canceling a facilities contract as an intangible or personalty ? 

Mayor Crowtry. I couldn’t say, sir. 

Mr. Macponatp. I don’t think there is, Congressman. 

Mr. Fascetn. You don’t think there is such a prohibition / 

Mr. Macponarp. I don’t believe so. 

Mr. Houtrrerp. Mr. Chairman, my recollection is that subsequent to 
1909, when the intangible tax law lapsed, that all intangibles had to be 
taxed on their return to the division of the income tax. 

Mr. Fasceti. That is by statute, though, isn’t it, not by constitu- 
tion ? 

Mr. Howirievp. I can’t be sure. I don’t want to remember back to 
1909 on that. [ Laughter. ] 
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Mr. Fascet. I wonder that legislation could take care of it. 

The next question I had is whether or not there is a prohibition in 
Massachusetts on a gross-receipts tax ? 

Mayor CrowLey. ‘T don’t believe there is any such thing. The State’s 
only source of income is from the corporate and income tax. We have 
no sales tax. 

Mr. Fasceti. Does the city of Everett have an occupational license 
tax! 

Mayor Crow.ey. No. 

Mr. Howtrietp. The taxes would have to be equitable, if assessed, 
and be equitably distributed throughout the State. 

Mr. Fascetn. That is debatable. 

Mr. Houtrieip. Under the constitution in that State. 

Mayor Crowtey. Yes. 

Mr. Fasceuti. Is Everett a city incorporated by general law or 
special act of the legislature ¢ 

Mr. Crow.ey. Special act. . 

Mr. Youncer. Aside from this, I would like to ask the mayor a 
question. It has been suggested that this bill also carry an amend- 
ment that where the Federal Government acquires a piece of property 
within the city, that the previously paid taxes, that the wee 

should be required to pay taxes at least 3 years following acquisition, s 
that the local community could adjust its budget accordingly. 

Now, what would be your reaction to such a law as that ¢ 

Mayor Crow.ey. Well, I think that that is just a gesture. It prob- 
ably seems to grow—of course, the reason why the fact is different 
here is because the tax is going up. Well, 64 percent of our budget is 
for salaries and police department and fire department. They receive 
un increase and are not satisfied. And then we have the school- 
teachers. The cost of operating the city is mounting all the time. To 
get. this for 3 years would be nice, but it doesn’t seem to be that it 
goes to the heart of the matter, which is the injustice that has been 
created. 

Mr. Youncer. You say here, if this building were owned by the 
Federal Government, and used for a post office or for some other 
service, that you wouldn’t say that it should pay a tax? 

Mayor Crow.iry. No; an army camp or post office. My opinion is, 

shouldn’t be taxed. 

Mr. Youneer. But if you had a building in Everett that was worth 

million dollars and had been paying a tax, and it was in private 
ownership, and the Federal Government came in and bought the 
building to use as a Federal building, so that immediately the city 
ioses the tax from that particular property. Now, to adjust the city’s 
budget, wouldn't it be better to have the Federal Government pay 
taxes for at least three vears, until the city could adjust itself to that 
loss of taxation? Wouldn’t that be a fair and equitable thing for the 
city? What I am trying to get is an expression of opinion from you 
asa mayor. 

Mayor Crowtry. No; I don’t think so, sir. I feel very sympathetic 
with many of our cities in Florida, where the Federal Government 
has gone in and taken over hotels with large valuations, and it goes 
off the tax roll. TI can’t he Ip but think what would be the sad reaction 
of the mayor of Boston, if the Army should ever take over the Hotel 
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Statler in Boston. It would be a sad situation, a tremendous tax loss, 
and it can’t be made up. 
Mr. Younaer. I think you are a little inconsistent in your position. 
Mayor Crowtry. [ say, I feel sympathetic with these places. 
The CHatrman. Charge that up to patriotism. (Laughter. | 
Mr. Younger. I think it is inconsistent to say you would feel per- 
fectly all right if the building were used as a post office or for the 
use of the Federal employees. 

Mayor Crow.tey. Yes; I know. But a hotel—— 

Mr. Youncer. But the Federal Government could buy the Statler 
Hotel. They bought a big one in the city of San Francisco and turned 
it into an internal revenue building. The Federal Government has 
done that in many cities. 

Now, the problem is, would it be helpful to the city to have a 3-year 
period for the city to adjust its tax load 

Mayor Crowtey. It would be helpful, let me say, for 3 years. 

The CuatrMan. Do you have anything, Mr. Knox ? 

Mr. Knox. Nothing. 

Mr. Macvonaup. I would like to ask one thing, and that is, Mr. 
Brown, did you know that General Electric Co. got its share of taxa- 
tion and had a record earnings of—in 1954, of $ 93,856,000 ? 

Mr. Brownson. You just “ean't beat that E lunahaea er prosperity. 
{| Laughter. | 

Mr. Fascety. I would like to ask one more question: Am I to under- 
stand that there is no provision under the charter of the city of Everett, 
and no way under the present State law, by which the private operator 
can be taxed ? 

Mayor Crow.ry. No, sir; except through income tax. ‘That is the 
only way they can get anything from the General Electric Co. We 

cannot assess ‘machinery. It is owned by the Federal Government, so 
we cannot assess it, anyway. The land, building, machinery, is all 
owned by the Federal Government, so there isn’t anything we can do 
about it. The previous administration thought they found a straw 
they could lean on, where they felt, if the machinery was leased for 
profit, it could be assessed. When my administration came in, we 
fought the good fight, threatened to seize the plant, and one thing and 
another. |Laughter.| Thank heaven they didn’t call our bluff. They 
did pay the taxes under protest. They paid them for 1949, 1950, 1951, 
and 1952. We went up to the State supreme court, and we lost. We 
had to give them back something like $325,000. Fortunately, in our 
overlay account, all but about $90, 000 of it was in our overlay, but in 
all general fairness, they did waive interest and costs of $41,000. 

The Cuatrman. Thank you very much, Congressman and mayor. 
Your testimony has been very, very helpful to us. 

Mr. Macponanp. Thank you very much. 

Mr. Meaper. Mr. Chairman, I have a brief statement from a former 
Member of this Congress, the Representative from the 40th District, 
New York, Congressman William E. Miller. It is just a brief one- 
page statement. 

May I read this for the record, or would you rather just insert it ? 

The CuarrMan. Read it or file it. 

Mr. Meaper. Suppose I just file the statement, but mention that Con- 
gressman Miller has two plants in his district which are affected by 
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H. R. 6182. The first is Air Force Plant 18 at Kenmore, N. Y., which 
is presently operated by the Curtiss-Wright Corp. At the time it be- 
came immune from local taxation the community lost $49,968 m annual 
taxes. a sis 

The second plant is Air Force Plant No. 40 at Tonawanda, N. Y., 
which is occupied by General Motors. At the time it became immune, 
the local community lost $74,040; a total of in excess of $124,000 In 
the communities of Congressman Miller’s district. 

(The statement referred to follows :) 


STATEMENT oF Hon. WILLIAM E. MILLER, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NEW YORK 


It is my understanding that your committee is now conducting hearings on 
H. R. 6182 and companion measures designed to amend the Federal Property 
and Administrative Services Act of 1949 to provide for payment of taxes or 
payments in lieu of taxes with respect to real property transferred from Gov- 
ernment corporations to other agencies of the Federal Government. In order 
that the valuable time of your committee conducting these hearings may be saved, 
may I respectfully request that this letter be incorporated in the minutes of the 
hearing. 

I wholeheartedly endorse and support this legislation and the purposes and 
aims underlying it. Because of wars and emergencies, the Federal Government, 
in recent years, has been forced to take an ever-increasing percentage of tax 
money leaving State and local communities in a precarious position. Because 
of lowering of tax revenue, it has also become necessary for the Federal Govern- 
ment to acquire and own more and more land, buildings and facilities through- 
out our country which, if tax exempt, again reduces the real estate basis which 
are the prime sources of local revenue while ever increasing the responsibility 
of those communities in such fields as fire protection, police protection, education, 
hospital facilities, ete. 

In the congressional district which I represent encompassing a great portion 
of the Niagara frontier, Air Force plant No. 18 at Kenmore, N. Y. was trans- 
ferred from the Defense Plants Corporation to the Department of Defense— 
Air Force upon declaration of its status as excess. At the time of its transfer, 
this installation was making annual tax payments to the local government of 
$42,968, That plant is now leased by the Department of the Defense to the 
Curtiss-Wright Corp. and no taxes are presently paid to State and local goy- 
ernments and the local government while suffering a decrease in revenue has 
suffered an increase in cost of government operation as a result of the neces- 
sity of furnishing police and fire protection to the installation and providing 
educational and hospital facilities to the employees and their families of 
Curtiss-Wright. 

In my district also, at Tonawanda, N. Y., is located Air Force plant No. 40 
previously owned by the Defense Plants Corporation and now under the con- 
trol of the Department of Defense—Air Force and leased by it to the General 
Motors Corp. Prior to this plant being declared excess, the Defense Plants 
Corporation paid to State and local governments in taxes annually the sum of 
$74,040. Consequently, in my district alone the state and local governments 
have lost annually revenues of over $124,000, in connection with these govern- 
ment owned installations and, at the same time, those local governments have 
had their operating costs increased as a result of the presence of those installa- 
tions within the district I represent. 

It seems to me that the principles of fairness and equity and the desire to 
preserve the autonomy of State and local government would indicate the neces- 
sity of favorable consideration by your committee of legislation such as H. R. 
6182 and I urgently recommend its favorable consideration. 


The CHarrmMan. We have with us at this time Congressman Wilson, 
of California. 
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STATEMENT OF HON. ROBERT WILSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Witson. Thank you, Mr. Chairman. I am Congressman Bob 
Wilson, representing San Diego, Calif., the 30th District. I appreci- 
ate the opportunity to testify at this session. I have two plants in my 
district that will be within the provisions of H. R. 6182. [ also want 
to put ina word for the great armed services in our country, and profit 
incentive and free enterprise. I am for all of them. [Laughter | 

We have a peculiar situation in San Diego County, probably un- 
precedented in the Nation. Fifty-four percent of our very large 
county is under ownership by the United States Government today. 
Fifty-four percent of it, and our county is larger than the State of 
Rhode Island. It is a great defense establishment, and we have some 
peculiar problems created by this large percentage of Government 
ownership. 

Mr. Brownson. Do you have a general breakdown as to what com- 
prises the Federal installations making up that 54 percent of your 
county which is federally owned ? 

Mr. Wirson. No. But about 18 naval installations and 4 aircraft 
plants, 1 large Marine base, Camp Pendleton, and a couple of national 
parks are included. I could get a breakdown, if you would be inter- 
ested in it. 

The CHamman. Is the Congressman interested in getting rid of the 
military installations ? 

Mr. Witson. No. I want to make that very clear. | Laughter. | 
And I think I can develop that point. I think San Diego has con- 
tributed a great deal, as a matter of fact, to the defense of our country. 
It isa unique establishment and should be protected. 

The two instances I spoke of, covered by H. R. 6182, are the Rohr 
aircraft plant in Chula Vista, and Convair plant 2 in San Diego. The 
Rohr aircraft plant in Chula Vista was transferred from Reconstruc- 
tion Finance Corporation to General Services Administration, as were 
so many other plants. In order to get the facts accurate, I would ap- 
preciate the opportunity to read a few paragraphs from a letter from 
Mr. T. M. Heggland, chief administrative officer from the county of 
San Diego. 

It again becomes necessary for me, on behalf of the county of San Diego, to 
record a vigorous protest against the situation which local government here is 
facing in the matter of removal of properties from the tax rolls through Federal 
action. I am referring specifically at this time to the fact that it has been made 
necessary for the Rohr Aircraft Corp. to enter into a lease agreement with the 
General Services Administration for the acquiring, by lease, of property which 
they have been using for 10 years under a lease arrangement with the Recon- 
struction Finance Corporation. 

The subject buildings were constructed by the Defense Plant Corporation in 
1942-43. The Defense Plant Corporation was a taxable subsidiary of the RFC, 
and at the termination of the war the buildings were placed under the control of 
the War Assets Administration. 

This agency also was subject to local taxation. Local government has, there- 
fore, had as a part of its regular tax base the assessed valuation of this indus- 
trial development, and it has served to assist, very properly we believe, in financ- 
ing the cost of services which local government must provide these facilities and 
the population which the facilities bring to the area. 

Now, in conformity with the Federal Government’s policy of liquidation of 
RFC holdings, the General Services Administration is acquiring control of this 
plant. It is our understanding that General Services Administration, in leasing 
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the plant back to the Rohr Aircraft Corp., is requiring an annual rental of 
$90,000 a year, plus an amount equivalent to the taxes which would be paid on 
the basis of the current assessed valuation. We have no indication, nor any 
reason to believe, that it is the Federal Government’s intention to return this 
equivalent tax payment to the local governments in this area. * * * 

Inasmuch as the current assessed valuation for the two affected parcels totals 
$637,280, it appears that the Rohr Aircraft Corp. will pay in the neighborhood 
of $50,000 a year to the Federal Government in addition to the rental figures. 
Under the previous arrangement this $50,000 a year would, of course, be paid 
to the local governments serving the area. 

This constant undermining of the local tax base through Federal action is 
creating the most serious type of financial problems for this area and is develop- 
ing considerable bitterness on the part of the affected governments. Only yes- 
terday it was announced that a subcommittee of the House Armed Services 
Committee had taken steps which will lead to the removal of another $2,900,000 
of assessed value. This concerns the proposed condemnation of the fee of the 
facilities in San Diego known as Plancor 20. This acquisition means an annual 
loss in taxes to the local governments in excess of $180,000, Such inroads are a 
very important factor in creating the excessively high tax rates found in this 
area. You are well acquainted with the fact that on an area basis, more than 
54 percent of the county is already in a tax-exempt status. While neither of the 
Federal acquisitions discussed in this letter constitute much in the way of area, 
the high value involved adds materially to our financing difficulties. 

You understand, I believe, that we would have no objection to such removals 
from the tax rolls if local government here could be assured of an equitable 
program providing for payments in lieu of taxes. * * * 


So, we have a peculiar situation there in regard to the plant in Chula 
Vista, Rohr Aircraft, whereby the Government intends to levy an 
umount equal to the taxes that had been paid, and yet keeping that 
amount without any provisions whereby they could turn it over to 
the local government. I wrote to the General Services Administration 


and asked what might be done to try and take this money already paid 
by private industry to the Government, as a sort. of tax payment, and 
make it available to the local government. I have a letter from the 
fee Services Administration, from the Acting Commissioner, J. 
Strawser, and this is a paragraph that concerns us: 

So long as the old lease was in effect, which required payment of taxes by 
Rohr Aircraft Corp., no action Was instituted by GSA regarding taxes since to 
do so could only benefit the lessee. However, in negotiating a new lease this 
Administration is required to abide by the Comptroller General's decisions. The 
new lease will provide that the lessee must make payments, in addition to rent, 
of sums equal to the amount of taxes which would have been otherwise as- 
sessed, in order that the lessee shall not derive an unfair competitive position 
from this situation. 

In the circumstances it may be seen that the action by this Administration 
which the county of San Diego objects to is the only course presently open to 
us. ’ayments in lieu of taxes cannot be made unless Congress enacts legisla- 
tion authorizing them. 

So, very clearly, the General Services Administration is collecting 
the money from Rohr Aircraft Corp., a private corporation, equivalent 
to the taxes which this private corporation formerly paid, and yet 
there are no mechanics whereby it can be returned to the community. 
It seems that H. R. 6182 takes care of that. 

The CuHarrMAn. You want the law to be retroactive ? 

Mr. Witson. Not necessarily, because in our case this goes into effect 
the first of this year, I believe, and no taxes have yet been levied. 

Mr. Meaver. Might I ask a question: I got from that paragraph 
of the General Services Administration the impression that they 
thought there was something wrong, or perhaps even immoral, about 
the private taxpayer getting the benefit of this relief in a kind of wind- 
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fall, but it was perfectly all right for the Federal Government to get 
that kind of benefit. 

Mr. Witson. Yes, exactly. I don’t quite understand how they figure 
that. 

Mr. Meaprer. I notice, on the list that the Bureau of the Budget 
prepared with respect to similar legislation in the last Congress, that 
neither of the two plants you mentioned are included in the list of 
properties that would be affected by the terms of the bill. How did 
that. come about / 

Mr. Winson. I don’t know. This is technically known as plant 995. 

The Cuatrman. They were advised of the list. 

Mr. Wirson. I want to point out that H. R. 6182 would require an 
amendment, if the second plant which I discussed previously were to 
be covered, It was originally built by Defense Plant Corporation and 
operated as a Government-owned installation during the war, It was 
sold by War Assets Administration after the war to local interests. 
When the Korean war came along, Convair in San Diego determined 
it needed the plant, so it leased the plant from local interests and paid 
taxes to the community. The Air Force came into the Armed Services 
Committee and convinced the committee, of which I am a member, 
that the Air Force should own Plancor 20, and it would be in the best 
interests of the Government to own it. Currently, there are condemna- 
tion proceedings going through court. The ¢ tovernment has already 

taken the plant, which will be a completely Government-operated or- 
ganization, It isa sort of areversal of some of the things we have seen 
in the past. I believe there was justification for the purchase of the 
plant by the Government. There seemed to be very good arguments, 
whereby money could be saved by the Government ‘by having the Air 
planes e own this plant. We will suffer a tax loss of $180,000 a year be- 

‘ause of this problem. It seems to me, if H. R. 6182 were amended, 
so that it covered plants that had reverted to private ownership, and 
had been again acquired by the Government, H. R. 6182 would be 
adequate. 

The Cuairman. Why not draw an amendment and we will dis- 
cuss it? 

Mr. Witson. I will be happy to. 

Mr. Meaper. Congressman Derounian had a similar problem, where 
the Reconstruction Finance Corporation sold the plant in his district 
to a private corporation and took back a mortgage. The mortgagor 
defaulted, the mortgage was foreclosed, and the title was again vested 
in the Federal Government. It was Reconstruction Finance C orpora- 
tion, or a successor to Reconstruction Finance Corporation. I am not 
sure which it was. In any event, an amendment was drafted, which 
I would be glad to give you a copy of, and it provided that transactions 
of that character would be regarded as a “transfer” within the scope 
of H. R. 6182. 

Now, from what I understand, that is not the situation with respect 
to Plancor 20. 

Mr. Witson. It was complete sale of it by the Government. 

Mr. Mraper. And the Government had been divested of any in- 
terest ¢ 
Mr. Witson. Completely. 
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Mr. Meaver. And it now is acquired by the Federal Government 
through the power of eminent domain ? 

Mr. Witson. Right. 

Mr. Meaper. Do you know whether or not it is the intention of the 
(zovernment to continue the use of the plant as it is now being used 
for the production of aircraft ¢ 

Mr. Witson. Yes; the Air Force testified there was an anticipated 
need of at least 614 years. 

Mr. Meaper. As far as you know, does the Air Force intend to have 
it operated by some private corporation ? 

Mr. Wuson. There is every indication. The contract which is cur- 
rently being processed in that plant is for construction of something 
which is a vital part of our defense system, and their projected con- 
struction is about 614 years. Convair has that contract; so I would 
assume it would be private ownership operating a Government-owned 
installation. 

Mr. Meaper. Well, you said that the Armed Services Committee 
considered this proposed transaction and approved it, and it seemed to 
vou that it was on the basis of better economy; is that because they 
would thereby avoid local taxation ? 

Mr. Witson. No; because of the long-anticipated use of the plant, 
and the history so far in leasing it. The testimony that was submitted 
by the Air Force convinced the committee that because of the long- 
anticipated need, over 614 years, and going back 3 years past, that it 
would be in the best interests of the Government to acquire it. I will 
say no consideration was given by the Air Force to the loss of taxes. 

The local assessor, Mr. Eddy, vigorously protested the sale. 

It was over his objections that the committee agreed to it. Both the 
Senate and the House have approved the purchase of the plant by the 
Air Force. 

Mr. Meaper. I don’t intend to ask a question that might involve 
classified information, but I haven’t seen, from what you have said so 
far, that this Plancor 20 would be in any different category than any 
other industry plant producing items for the Air Force, Army, or 
Navy. If it is a good technique to use with respect to Plancor 20, I 
don’t know why the Federal Government couldn’t condemn property 
of General Motors and own the property, and then lease it back to 
General Motors, and they might again so economize; but I think it 
would be at the expense of removing it from the local tax rolls. 

Mr. Wirson. A number of appraisers were brought in. It is a high- 
ly technical matter. One of the main reasons was that certain remodel- 
ing was necessary on the plant. That remodeling would revert to the 
owner of the plant, even though the Government spent the money on 
changing the plant around and installing mac hinery, and soon. Those 
changes would revert to the owner under a lease agreement, and they 
were so substantial that it became evident that it was by far to the best 
interests of the Government to own it. It is a technical problem and 
there was considerable testimony on it, and I would be glad to get you 
a copy of the hearings on that, if you would be interested. 

I went into it, I must say, Mr. Meader, with more or less the point 
of view which you seem to express, that it was not necessary for the 
Government to acquire ownership. I became convinced, because of the 
arguments of the Air Force, that it would be in the best interests of the 
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Government to acquire it because of the substantial changes that would 
be necessary. 

Mr. Meaper. But you believe that, notwithstanding the propriety of 
the Government-acquired title to the plant, that nevertheless, payment 
in lieu of taxes to the local government should be made? 

Mr. Witson. Yes. 

The Cuarman. Thank*you very much, Mr. Wilson. 

Mr. YounGer. I have a couple of questions. 

The CHatrman. Yes, excuse me. 

Mr. Youncer. We had before us Homer R. Marson, assessor from 
the city of Detroit. He mentioned a little about the situation there, 
and what they are up against. They are up against a refund to the 
Government for assessments and taxes which they had collected for 
inventory. Do you have a similar problem in San Diego ? 

Mr. Wirtson. Yes. However, it doesn’t quite fit in this category. 
I was interested in Mr. Fascell’s question in regard to how the local 
taxing bodies might get at the companies that are operating Govern- 
ment-owned facilities. Our assessor was very ingenious—and I say 
that in a favorable way—in working out a means of taxing what he 
called possessory interests, and taxes were levied for the past sev- 
eral years on that basis all over California. But the Detroit decision, 
by Federal court, has changed the situation. It has concluded that it 
was not legal for the local bodies to come in and tax a possessory 
interest, even though the private firm still had ownership of the mate- 
rials in the process of manufacture. Before the Government took title, 
there was supposed to be a possessory interest. The court threw that 
out. I am afraid there is nothing except H. R. 6182 to give us the relief 
that is necessary if we are going to maintain our community services. 

The CHatrMan. Your tax assessor was a very ingenious gentleman, 
in that he could tax this possessory interest in California, but you were 
knocked out by a decision from Michigan; is that it? [Laughter. | 

Mr. Wuson. Well, it was a Federal court decision. 

The CuarrmMan. The case is in Michigan ? 

Mr. Wison. That is right. 

The CuatrMan. I just wanted to get the record straight on that. 

Mr. Younacer. One more question, following that up, on this same, 
question that I just asked, about 3 years, the 3-year period. I person- 
ally do not see any way, under this bill or any other bill, that would 
give the San Diego community relief on this Plancor 20, any more 
than you could get relief to any other condemnation of a basi tting or 
property for the Federal Government. But would it be helpful if 
the city of San Diego had relief for 3 years to adjust their budget on 
the acquisition of the property ? 

Mr. Wirson. I recall the testimony of Mayor Crowley, and I also 
think it would be helpful for 3 years, yes, sir. It would be a case of 
much less than half a loaf. 

Mr. Youncer. The bill doesn’t cover it. 

Mr. Witson. Not as written. I have asked an attorney to look at it 
and see if an amendment would be in order. He feels that the fact 
this was a Reconstruction Finance Corporation plant, we might get an 
amendment through that would cover that situation. 

Mr. Fasceti. Does the private operator in this case pay an occupa- 
tional tax? 
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Mr. Witson. I don’t believe so. Now you are talking about Plancor 
20¢ That is, the plant that the Air Force recently acquired / 

Mr. Fasce.u. Is there a private operator in there? 

Mr. Wison. In both plants, yes. The private operator in the Rohr 
Aircraft Corp. has paid taxes to the local communities, right up until 
the time he took it over, and they are still paying a sum equivalent to 
the taxes. But the GSA has pocketed it, so to speak, without having 
any way to return it to the local community, but there is no—what was 
the term you used ¢ 

Mr. Fascety. Occupational. 

Mr. Wirson. Occupational tax. 

Mr. Fascex. In the case of the plant being condemned by the Air 
Force, if there were no tax payable under the proposed legislation, 
assuming the legislation was such that immediately when it went into 
a priv: te operation under some type of contract in the Air Force it 
then became possible, would that satisfy your needs? 

Mr. Witson. Yes. 

Mr. Fascety. If the bill provided that the Government make pay- 
ment in lieu of taxes, and then that the contract must carry that the 
lessee or operator should reimburse the Government for the payment, 
the making of that payment. 

Mr. Witson. Yes. 

Mr. Meraper. Did that require legislation, to condemn Plancor 
20, or just approval of the Armed Services Committees. 

Mr. Witson. Under previous legislation, all it required was ap- 
proval of the Armed Services Committee. 

Mr. Meaper. Could they make their approval on the condition that 
the Air Force and the operator pay in lieu of taxes an amount equiva- 
lent to the taxes assessed, if it was privately owned / 

Mr. Wuson. I think it would be different in this situation, because 
the approval has been granted, and the subject would have to be 
reopened. 

Mr. Meaper. I am thinking in terms of the future. 

Mr. Wiutson. It would be, I think, quite a departure from the usual 
practice. I don’t think it would be entirely impossible. 

Mr. Meaprer. Was the question raised in the Armed Services Com- 
mittee ¢ 

Mr. Witson. Yes, it was, but it was decided not to do so. There 
was a discussion, I must say, in the committee, about the possibility 
that the Government might make in-lieu payments. That was one 
of the reasons why the committee went ahead with it. There was a 
feeling that somehow the Government would take care of it. 

Mr. Meaper. What tax has Plancor 20 been paying to the locality ? 

Mr. Wison. $120,000 per year, and $50,000 a year for Rohr Air- 
craft Plant. 

The CuatrMan. Thank you. 

The next gentleman we will hear from is Mr. Jack L. Stempler, 
Assistant General C ounsel, Department of Defense. 


65681—55 
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STATEMENT OF JACK L. STEMPLER, ASSISTANT GENERAL COUNSEL; 
ACCOMPANIED BY HARRY R. VAN CLEVE, ATTORNEY, OFFICE 
OF THE SECRETARY OF DEFENSE, DEPARTMENT OF DEFENSE 


Mr. Sremrcer. I have a prepared statement, but in the interest of 
time, I think I could submit it for the record, and perhaps summarize 
the important portions. 

(The statement referred to follows :) 


STATEMENT OF Jack L. STEMPLER, ASSISTANT GENERAL COUNSEL, DEPARTMENT 
OF DEFENSE 


I should like to note preliminarily that the Bureau of the Budget has not had 
an opportunity to review the statement I am about to make. We heard of this 
hearing late Monday afternoon, and the time involved for the preparation of 
my statement has not permitted its clearance by the Bureau of the Budget. 

The Department of Defense is opposed to the enactment of both H. R. 1781 and 
H. R. 6182 at the present time. 

Our reasons for opposition to these bills are as follows : 

1. The bills would be a serious breach of the principle of sovereign immunity 
from taxation. 

». Both bills would result in the serious dissipation of the defense dollar. 

3. Both bills would impose a highly complex administrative procedure on the 
Department of Defense. 

4. This Department desires an opportunity to study the report of the Kestnbaum 
Commission, the Commission on Intergovernmental Relations, and also the report 
of its study committee on payments in lieu of taxes and shared revenue. 

With respect to my first reason, the principle of sovereign immunity, the law 
is well settled, so well settled that the citation of authority is almost unnecessary, 
that the sovereign government is immune from taxation. Section 704 (a) of 
H. R. 1781 would waive that principle of sovereign immunity. Sovereign im- 
munity is inherent in our constitutional division of powers between Federal and 
State governments. Since it is of the highest importance, I should like to state 
briefly to this committee the reasons for the principle of sovereign immunity. 

Taxation is imposed by the sovereign on those upon whom the tax rests rather 
than imposed upon the sovereign by those taxed. Taxation is a form of sover- 
eignty, and the taxing power gives the sovereign levying a tax a high degree of 
control over the activities that are related to it. So if this sovereign power is 
waived or banished from the Federal Government and is reposed in the States 
and the local governments, the Federal Government changes places and becomes 
not the sovereign any longer, but the taxed. 

Of course, these things are fundamental, but I think I ought to point them out 
at the outset of any presentation, so the committee may have the complete story 
and the other side of the coin, so to speak, of the arguments that have been made 
in favor of these bills. 

The soundness of this principle of taxation has been established since the 
beginning vf our Government over a century and three-quarters ago. It has 
heen before the Supreme Court many, many times; for instance, in McCulloch v. 
Maryland, the famous case which you undoubtedly know, Van Brocklin v. 
Tennessee in 1886; and recently in 1954, the Supreme Court of the United States 
decided Kern-Limerick vy. Scurlock, in which it upheld the same principles which 
had there been attacked again. 

So the principle is in the law and firmly imbedded there by the recognition of 
the Supreme Court of the United States and by all the lower Federal and State 
courts in the country. 

If H. R. 1781 were to be enacted, so far as I know and as far as I am able to 
find out, this would be the first law to abandon the sovereignty of the Federal 
Government to direct State taxation. 

Of course, we distinguish the Reconstruction Finance Corporation and other 
governmental corporations operated as business operations, because they have, 
as the courts have held, a status of making profits, being capitalized, having their 
property depreciated, and their employees are subject to garnishment. All of 
the features of a private industry are applied to them. So when I speak of this 
principle of immunity, I am not speaking of the RFC or these agencies with 
broad business powers and which are treated as business agencies. I am now 
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treating with the arms of the Government itself and never, as far as I can find, 
has there been a break in the dike where the sovereign immunity from taxation 
has been waived or abandoned. 

I mentioned as my second reason for opposing these bills, the dissipation of 
the defense dollar. Time has not permitted the analysis of these bills which 
would be necessary in order to determine with accuracy the precise estimate of 
their cost to the Defense Department. However, based on figures which we have 
available, it is my opinion that approximately 36 plants under the jurisdiction 
and control of the military departments would be subjected to tax under the 
provisions of both bills. My figures show the last annual real property tax paid 
by 34 of these 36 plants, which amounted to $2,040,843. 

I cannot even assure this committee that this figure of over $2 million a year 
represents the total possible cost to the Department of Defense, since my figures 
are based on the last taxes paid by the RFC which by and large was in the middle 
and late 1940’s. Since that time, the communities assessing the taxes may have 
increased the percentage of assessment, and they may have raised their tax 
rate. Also, the real property at these 36 installations may have been enhanced 
in value since the transfer of them to the military departments from taxpaying 
Government corporations. Of course, under the provisions of section 704 (b) of 
H. R. 1781, the payments in lieu of taxes there provided for might be decreased 
to some extent, but the amount of decrease is impossible to estimate. 

The provisions of section 704 (b) of H. R. 1781 lead directly to the third 
reason I have expressed for opposition to these bills, namely, the complexity of 
administration. H. R. 1781 does not provide any detailed method of computing 
the “appropriate deductions” called for in section 704 (b). It seems very evi- 
dent to me that such computation would involve a lengthy and highly complex 
process in the Department of Defense. Similarly, H. R. 6182, although it does 
not have a provision similar to section 704 (b) of the other bill, would also in- 
volve the Department of Defense in a complex administrative process. For in- 
stance, the determinations of exempt properties under section 704 of that bill 
would require classification of all appropriate property owned by the Depart- 
ment of Defense. And under both bills, the payment of taxes by the military 
department concerned would in itself be a complicated and time-consuming pro- 
cess. There are probably 40,000 taxing districts in the United States, and if the 
Defense Department were required to make in-lieu payments or pay taxes to 
even a small fraction of that number, the increase in administrative burden 
would be considerable. 

My final reason for opposing these bills, our desire to study the report of the 
Kestnbaum Commission and its study committee, has, I believe, been emphasized 
already in testimony by the Bureau of the Budget. As this committee knows, 
the Kestnbaum Commission issued its report only very recently. Copies of the 
report have not yet been distributed in more than token numbers to the Depart- 
ment of Defense. Furthermore, we have not been able up to this time to obtain 
a copy of the report of the Study Committee on Payments in Lieu of Taxes and 
Shared Revenue. 

Reference to chapter 4 of the Kestnbaum Commission’s report will reveal that 
that Commission recommends a thoroughgoing revision of the fiscal relationship 
hetween the Federal Government and State and local governments. The report 
of this Commission has been several years in the making, and in our opinion it 
deserves a most careful and detailed study. Without having conducted such a 
study, we do not feel that it is possible to favor at this time the enactment of 
any legislation which, whatever its merits, is in its nature piecemeal legislation. 

In this connection, I would like to call the attention of this committee to the 
veto message of President Eisenhower on H. R. 2750 of the 83d Congress. That 
bill, as enacted by both the House and Senate, would have made the Department 
of the Air Force liable for tax payments for the property at Lowry Air Force 
Base. In his veto message, after a discussion of the immunity principle I have 
ilready touched on, the President states at page 5744 of the appendix of the 
Congressional Record for August 28, 1953: 

“The basic question underlying the enrolled bill—H. R. 2750—is whether the 
Federal Government should adhere to its constitutional tax immunity or should 
forego it in this particular instance and possibly in other cases. Since this in- 
volves the question of modifying a long-established policy, I believe that it should 
be decided, broadly and deliberately, rather than through a succession of pice- 
meal decisions on individual requests. Moreover, I believe such a decision can 
hest be reached in the light of the general suggestions which will be derived from 
the work of the Commission on Intergovernmental Relations.” 
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In closing, I would like to say that the Department of Defense has never taken 
the position that it condones the imposition of an unfair burden on any com- 
munity where it operates a defense installation. On the contrary, we have al- 
ways indicated our willingness to agree to any fair solution of the problems 
created by defense activities in communities in this country. However, in my 
opinion, that solution should be the result of careful study and analysis of all 
of the problems involved, and should not be prejudiced at this time by the en- 


actment of either H. R. 1781 or H. R. 6182, both of which touch on only a small 


segment of the total problem. I wish to assure this committee that the rec- 
ommendations and findings of the Kestnbaum Commission and its study com- 
mittee will be given a thorough and sympathetic review by this Department as 
soon as copies of those documents are available to us. I hope that after such 
review this Department will be able to support a bill which will treat this very 
large and very vexing problem with fairness both to the communities involved 
and to the Federal Government. 

Mr. Srempter. Basically, the Defense Department is opposed to 
these bills for four reasons. The first is that the bills would be a 
serious breach of the principle of sovereign immunity from taxation. 

No. 2, both bills would result in the serious dissipation of the defense 
dollar. 

No. 3, both bills would impose a highly complex administrative pro- 
cedure on the Department of Defense. 

No. 4, this Department desires an opportunity to study the report 
of the Kestnbaum Commission, the Commission on Inte rgovern- 
mental Relations, and also the report of its Study Committee on Pay- 
ments in Lieu of Taxes and Shared Revenue. 

The Cuarrman. Is this a departure from the previous attitude of 
the Department of Defense 

Mr. Srempter. No, 1 don’t think so. If I can go to the other por- 


tions, I will show we are not i pants to certain ‘things involved. I 


will not go into the argument of sovereign immunity. I think that 
was covered well, yesterday. It is a clear doctrine and we feel it 
should remain. 

The CHarrman. You do not question, certainly, the fact that the 
local community is not able to tax the Federal Government, but the 
Congress can make provision for the Federal Government to make 
payment in lieu of taxes / 

Mr. Srempter. Certainly, it can, in my opinion. Going on past the 
reference—— 

Mr. Meaver. Might I clarify this, on the same point / 

The CHairMAn. Yes. 

Mr. Meaper. I notice you refer to H. R. 1781, and point out that one 
of its provisions authorizes the imposition of a tax, and that is where 
the property is leased for commercial purposes; and where it is not, 
1782 pan ides for payment in lieu of taxes. 

Mr. Sremeter. As I understand H. R. 1781, section 704 (a) of that 
bill, would waive the sovereign immunity, and section 704 (b) would 
authorize payments in lieu of taxes. Your bill approached it differ- 
ently. 

Mr. Meaper. Your criticism on this question of departure from con- 
stitutional principles, then, would apply only to the direct tax pay- 
ment, and not to payment in lieu of taxes / 

Mr. Srempter. That is correct. 

Mr. Meaper. You don’t contend that the Federal Government, in 
paying in lieu of taxes, is violating any constitutional principle ’ 

Mr. Stempter. No, not at all. 
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Going back to the summation, I would like to say that the Depart- 
ment of Defense has never taken the position that it condones the 
imposition of an unfair burden on any community where it operates 
a defense installation, On the contrary, we have alw ays indicated our 
willingness to agree to any fair solution of the problems created by 
defense activities in communities in this country, Howeve Te mn my 
opinion, that solution should be the result of careful study and anal- 
ysis of all of the problems involved, and should not be prejudiced at 
this time by the enactment of either H. R. 1781 or H. R. 6182, both 
of which touch on only a small segment of the total problem. 

The gentleman who just testified talked of the California situation, 
the tax on possessory interests. I was out in California a few weeks 
ago, and in Los Angeles County alone, to show you how the problem 
grows, there are now $25 million of Federal funds paid under protest. 
The county of Los Angeles assessed a tax, sometimes called the pos- 
sessory interest tax, and sometimes called personal property tax on 
Government inventory. 

The CHarrman. Were those properties at any time in the possession 
of the Reconstruction Finance Corporation or any Government corpo- 

ration which was authorized by the Government to pay taxes / 

Mr. Srempcter. No. There are various types of properties involved. 
Some are completely Government owned; some are completely priv 
ately owned. The tax in question in Los Angeles County was placed 
upon Government owned inventories at the aircraft plants. 

The CHarrman. By whom were the plants operated 4 

Mr. Strempter. By private contractors. Each case is different. In 
California they claimed they had the right to tax the interest that 
the contractor had in a Government owned inventory. Most of the 
inventory passing through the plant is Government owned. 

The Cuamman. Did the Government build these plants 

Mr. Sremputer. Some were built by the Government a number of 
years ago, 

The Coamman. What about the machinery / 

Mr. Srempuer. In many instances it is Government owned, and 
sometimes leased to the contractors. 

The Cuairman. By the Government or—— 

Mr. Srempter. I would _— itis mixed. I think some plants were 
built by Defense, and some by Reconstruction Finance C ‘orporation. 
I think, if I went down the list, I would find every conceivable kind. 

The CuatrmMan. Do you draw any distinction between the prop- 
erties that once paid a tax, and a property that has never paid a tax 
to that community ¢ 

Mr. Sremrier. Well, the California tax, really doesn’t apply to the 
real est: ite or equipment, it is personal property or possessory interest 
tax. It is one of the unique problems that arise. But we feel, where 
the Federal Government moves into a community and imposes an un- 
due burden, the Department of Defense should meet that obligation. 
We feel, first, that the concept of sovereign immunity is a sound one 
and shouldn't be breached. ‘That leads you to a payment in lieu of 
taxes. You then move to your next step, which is, how shall you com- 
pute your payment in lieu of taxes? It is at that point that we feel 
we don’t see a reasonable solution. 

The CHatrman. That ought not to be so difficult. You can get 
the estimate from the local taxing body, and if you didn’t agree with it, 
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you wouldn’t have to pay it, and they certainly will adjust it with 
you. They cannot go to court and make you pay it. It is voluntary. 

Mr. Srempier. Well, as I understand the bill of Congressman 
Meader, you would compute it on the basis of the tax once paid ; you 
would take no account of the benefits derived through the community ? 

The Cuamman. That is right. 

Mr. Srempter. There is a clean mathematical way of doing it. 

The Cuarman. That is the only simple administrative way of do- 
ing it. If you start figuring it out, if you figure out the benefit, then 
the Defense Department can say, “Well, we bring 200 new employee= 
into the community, and they buy groceries and pay a sales tax,” and 
so forth and so on. You possibly might work out the benefits as ex- 
ceeding the amount of those taxes on real estate, and maybe the loca! 
government would owe you some money. 

Mr. Srempter. I think, in certain instances, I could show you that 
in certain communities—well, there is one, the Sunflower Ordnance 
District, where the Sunflower ordnance plant is valued at more than 
the value of the whole community. You can get situations like that. 
It is a tremendously expensive plant. It is worth more than all the 
other real estate put together. 

The Cnatrman. If you start computing, it seems to me there would 
be no end considering the differences of opinion. 

Let’s go down to the provisions of the bill that refer only to Recon- 
struction Finance Corporation-owned facilities that did pay tax. You 
agree those communnties ought to have some relief 

Mr. Srempuer. I say that where it can be demonstrated that the 
Federal Government moved into a community and imposed an undue 
burden, or is supplied with the services of the community, it should 
make a fair payment for the services rendered, 

The CuarrMan. But this is a situation, under the bill, that has 
already been taken care of by legislation in creating the Government 
owned operations. The community has been getting the benefit of it, 
and the justice of it was settled by the legislation. 

Now, because we have done away with the Reconstruction Finance 
Corporation, and it is transferred to a Government agency, some other 
agency who has taken title, that doesn’t relieve the situation that has 
grown up in that community, where they have depended upon the 
taxes. They have furnished services under these taxes. Now, to 
rob that community of the use of these taxes certainly imposes a 
hardship upon them; and it seems to me, when you say that these 
situations ought to be relieved, I think Congress ought to move now, 
since once you admit the injustice of the situation Congress ought 
to do it by piecemeal legislation if necessary, rather than wait on 
these extended studies. As demonstrated through the years, we find 
that a study must be made of the study, and another study of that 
study. |Laughter. | 

But if you take the step, and do it on a meritorious basis, then they 
will know that Congress is going to act when they come up with 
some comprehensive plan. [very time we want to cure a situation, 
I am so tired of having to wait on another study on top of the study, 

and the Defense Department is good at it. [ Laughter. | 

Mr. Srempter. I wouldn't say we are lax in that department, but 
what we are referring to is the study committee that the- 

The Crairman. But you all agree that the situation is an inequity ? 
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Mr. Svempcer. But they also agree they don’t know what is a precise 
formula. 

The CuHarrman. But we do, because we set that formula. It has 
been worked out and has been working, and has not been contested 
during its existence, so we will accept that as the right formula, since 
it wasn’t protested by the local people, nor has it been protested by 
the Government throughout the years, 

Mr. Srempter. Your position is that when Reconstruction Finance 
Corporation was authorized to make a payment in lieu of taxes, it 
was right then, and it is right now ? 

The CHatrMan. It was right then, because nobody has ever con- 
tested it. Until somebody contests it, until someone contests the theory 
and the principle, and has the court ruling on it, why can it not be 
used 4 

Mr. Fasceuy. I was just going to ask Mr. Stempler about the point 
that issued from this—what is the right amount to pay and how do 
you arrive at the fixing of it ¢ 

Mr. Stempter. That is the problem. 

Mr. Fasceti. Supposing the Federal Government didn’t wind up 
paying this thing, but that the operator would; would it make any 
difference 

Mr. Strempter. I think, if the operator paid, the Federal Govern- 
ment would pay, because he would add it onto his contract price. 

Mr. Fasceii. Well, if the operator operated in the community, 
wouldn’t he pay ¢ 

Mr. Stempier. You mean, leaving the Government out ? 

Mr. Fasceiu. Yes. 

Mr. STEMPLER. Yes. 

Mr. Fascein. Is that inequitable or wrong? 

Mr. Sremrter. I think you have to go back a step on this. You 
started back with the decision made to place a plant in the community. 
You have extensive talk as to the desire to place it there. Finally, 
it is placed in one community. The community at that time feels 
that benefits will accrue by placing it in there. 

Mr. Fasceiu. Is that any different than a private operator going 
into a State and operating under a 10-year 

Mr. Youncer. Will the gentleman yield for one question? 

Mr. Fasceiu. Yes. 

Mr. Youncer. Congress has already said that when the Recon- 
struction Finance Corporation went into a community, placed a 
facility in that community, that they would pay a tax on it. 

The Cuateman. That is right. 

Mr. Youncer. That has already been settled by Congress. It isnt 
a question of study. It was determined by Congress, and that tax 
has been passed and is the law of the land, and that isn’t subject to 
whether or not there is a benefit or lack of benefit, but the Congress 
acted in its capacity, and that was settled. 

Now, that question isn’t debatable. 

Mr. Strempier. If the Congress is still of the mind to place these 
plants on a parity with commercial plants, and feels that the pay- 
ment of taxes shall be computed as if they were commercial plants, 
and they feel this is a fair and equitable system, of computing your 
payment in lieu of taxes to the community, well and fine. But 
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The CuatrMan. But do you know of any instance during the ex- 
istence of the Ree ‘onstruction Finance Corporation where the Gov- 
ernment refused to pay the tax ¢ 

Mr. Srempcer. I know of none; no. 

The Cuatrman. Then why would you assume that the taxes are 
inequitable ? 

Mr. Srempier. Well, I don’t. I don’t say it is a question of refusal 
to pay the taxes. I am starting with this proposition, that we are not 
here allowing the property to ‘be taxed. We are saying instead, we 
recognize that you, the community, are providing services. We think 
you should be paid for those services. The next step is, how much 
should you be paid for the services? The clean mathematical way 
is for the community to say, “Even though we are not taxing you, the 
way to get at this thing is as if we were taxing you.” That is how 
we will compute the tax on you. 

The CHatrrman. That has already been done in the case of the prop- 
erties involved under the Meader bill, because the Reconstruction 
Finance Corporation paid them, and paid them through the years. 
So, it is not a question of deliberating over the proc edure, what ought 
to be paid, because there is no provision in this bill that would require 
any different approac ‘+h to the matter, than it was under the Reconstrue- 
tion Finance Corporation. We have every reason to believe that if 
we pass this legislation affecting those properties, the procedure will 
be the same in the future as under the Reconstruction Finance Cor- 
poration, in arriving at a just taxation. So it poses no problem. 

Mr. Méaper. At the time the Reconstruction Finance Corporation 
Act was passed, and these plants were acquired, did the Department of 
Defense protest the formula by which the payments were to be made 
to the localities / 

Mr. Stempter. Not to my knowledge. 

Mr. Mraper. No opposition to the form of payment ? 

Mr. Srempcer. Of course, at that time it wasn’t in our jurisdiction. 
The moneys didn’t come out of our appropriations; they came out of 
the Reconstruction Finance Corporation, which operated as a business 
entity. Here, it will come out of direct appropriations. 

Mr. Meaper. It came out of your appropriations when it came out 
of the plants, and—— 

The CratrmMan. And they will pass it on over to private industry, 
just like the GSA is holding $50,000, with no way to give it back to 
the local communities, where it should go. 

Mr. Meaper. I would like to comment on the second statement, that 
both bills would result in a serious dissipation of the tax dollar. I 
think the Congress has been liberal with the ae of Defense 
in providing funds for the defense of this country. I don’t believe that 
statement by the Department of Defense does any credit to them, 

Congress has not been niggardly, or anything else, in that respect. 

The CHamman. They can’t spend what we give them. | Laughter. | 

Mr. Svempter. As I mentioned earlier, we have one c ounty assessing 
a possessory interest tax, with a bill of $25 million. Now, where did 
the $25 million come from? It is being held, I hope, in escrow by the 
county of Los Angeles. If litigation proves that such a tax can be 
levied, when we come before Congress for appropriations for aircraft, 
we will find an item, plus so mue h for the county of Los Angeles. 
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Mr. Meaper. Aren’t you bringing in the question of tax on personal 
property ? 

Mr. Srempcter. That is the tax I am talking about now. It was 
our estimate it would increase the Defense Department budget by a 
quarter of a million dollars. 

Mr. Meaper. That is aside from this legislation. 

Mr. Srempcer. I quite agree with the thought that this is segre- 
gated, but you can’t segregate this bill. You started out with the 
bill to allow taxation of the ‘plants j in question. The Congressmen that 
spoke before me had amendments to get other plants in. You will 
find that that will be the case from now on. 

The CHairman. We may or may not adopt the amendments. 

Mr. Srempcer. Well, the point I am making is, each one depends 
on a small movement of the date and time, where, if you move it 3 
weeks one way, you have got 4 more plants in. You have to be 
very careful. 

Mr. Youncer. I think the counsel here is confusing the issue. This 
committee isn’t considering the whole problem at all. We are not 
interested at this time in the overall problem of how Federal property 
in general should be taxed. We are considering only one item of a 
piece of property which the Congress said was to pay taxes, when it 
was under the Reconstruction Finance Corporation, which was a 
wholly-owned Government subsidiary. Now the property has been 
transferred to another agency, and we are considering whether that 
particular property should continue to pay a tax. 

Now, let’s confine our argument to this particular item, not on the 
general method of taxation, because we are not determining that at 
this time. 

Mr. Srempcerr. It is difficult for me to confine myself to that. This 
is part of the larger problem. 

Mr. Youncer. As to amendments, let us not consider that they are 
going to be in here, or that there are going to be any amendments. 
Mr. Srempuer. Lenin ig the bill is just ‘the words of the Meadei 
bill, it still is part of a larger problem which we are confronted with, 
and would establish a precedent. For example, if the payment in lieu 
of tax is to be computed on the basis of the tax which would be paid 
by a private person, this establishes a precedent. When the larger 
problem comes up, and you derive a formula for payment in heu of 
taxes, what will that formula be? Will it take into consideration the 

benefits ? 

The CHARMAN. It will be the one arrived at, because it will amend 
this bill to arrive at the formula. We are seeking through this bill 
to work out an equitable situation, and through the provisions of this 
bill to continue to do what Congress authorized to be done for these 
particular properties, and those are the only properties involved. 

YouNGER. Some 61 properties in the country, is all. 

Mr. Meaper. Let’s talk about the broader problem, that this bill does 
not include some property which likewise ought to pay some taxes. 
And that reminds me of the situation where a criminal Tenens 
sought to defend a robbery charge on the ground that there were 4 or 
other felons that should be put in jail for robber y, and said “Don’t a 
me in ji ul until all the others are put in jail.” 

The CnatrmMan. The great wisdom of Solomon.  { Laughter. } 
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Mr. Srempter. I greatly ag the sentiments of the chairman, 
but I think you can see we are faced, as well as you, with a larger prob- 
lem. If the committee should decide it will limit itself to this problem, 
I think it should be aware that the Meader bill will, in my opinion, 
have an impact on the larger problem. If you feel you can handle this 
problem separately, and not prejudice whatever may come out even- 
tually, then, I say, we still feel that a fair payment in lieu should be 
made; if this committee decides that that fair amount is the amount 
that would be paid if the plants were subject to tax, that is what we 
will execute, of course. 

The Cuairman. With the power in Congress to change the formula 
at any time in the future that you feel you can bring us a better for- 
mula. But we are justified in going on ihe formula established, which 
was never contested by the Defense Department. 

Mr. Fascett.. I would like to ask counsel a question about the effect 
on existing contracts of this legislation. Does it have any effect at all 
on existing contracts / 

Mr. Srempuer. It will have an effect. 

Mr. Fascetz. In what way / 

Mr. Srempter. Assuming the legislation is enacted into law, then 
the county or local subdivision will be entitled to a payment in lieu of 
taxes which will be computed on the tax basis—— 

Mr. Fascetn. We are talking about ad valorem taxes / 

Mr. Stempeter. | assume. 

Mr. Fasceti. Not personal ¢ 

Mr. Stempter. It will be paid 

Mr. Fasceii. Under the bill, the Federal Government makes pay- 
ment to the local taxing unit; is that correct / 

Mr. Srempter. That is the point I was clarifying. Did you assume 
the Federal Government will pay directly ? 

Mr. Meaper. Yes. 

Mr. Stempter. Well, it will not change existing contracts, other than 
we will make payment in lieu of taxes. If the tax is collected from the 
contractor, there will probably be a provision in his contract, a so- 
called Federal, State, and local tax clause, which says, in essence, that 
if a tax is imposed after the date of the contract, the Government will 
reimburse the contractor for the later imposed taxes. This is on the 
assumption he did not take the tax payment into account in arriving 
at his contract price. 

Mr. Fascein. Supposing the legislation were geared so it placed the 
burden on the contractor and gave the third party a right in the tax- 
ing unit, and that was later absorbed by the Federal Government in 
fulfilling the contract, what difficulties would you foresee in that ? 

Mr. Srempier. Well, we would have to check to see whether the 
contracts in question provide for tax escalation—I know almost all of 





our production contracts for end items have the tax escalation clause. wou 
1 am not certain whether all the facility type contracts do. In the M 
event such a clause were not in the contract, and the burden fell on ont 
the contractor, there would be no means for him to secure reimburse- take 
ment from the Federal Government. = 

Mr. Fasceni. You wouldn’t put that burden on him unless he had have 
an escape clause. M 

Mr. Srempter. If this legislation passed the tax burden on to the thing 


contractor, and the contract did not provide for escalation, the con- and 
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tractor would bear the burden. Of course, the Government may say, 
“We will depart from the contract terms and allow you reimbursement 
for the later imposed tax.” 

Mr. Fascetu. I don’t agree. I don’t think you could impose a bur- 
den on the contractor unless you had an escape clause, because the 
Federal Government can, by legislation, impose a tax. 

Mr. Younger. Are you going to meet this afternoon, Mr. Chair- 
man ¢ 

The CuatrmMan. We will finish up as soon as possible. We will 
keep on going until we are summoned for rolleall. 

Mr. Mraper. I was just wondering if we could do that, by Federal 
legislation. I don’t think the local taxing authorities, except for legis- 
lation like Michigan passed, would have any right to assess you “for 
property I own. I would have to tax the property against the 
owner of the property. 

Mr. Fascety. I agree with that, but the Department of Defense, in 
writing up the contract, could impose the burden on the contractor to 
pay some third person. 

Mr. Srempter. I think that route could be theoretically followed, 
but I think, if you trace your dollar, the tax burden will come back to 

the Federal Government. 

Mr. Fasceti. Obviously. 

Mr. Svempter. Yes. As to the amount in here, I might tell you, if 
the Meader bill as now written were enacted into law, our best esti- 
mate is that about $214 million—we were able to estimate the De- 
rounian bill, based on the latest imposed taxes, and not taking into 
‘onsideration the tax rate as raised. I think your bill excludes later 
improvements, Mr. Meader. If later improvements were included, 
[ think the Department of Defense would have to protest more vigor- 
ously on that, because many plants have been enhanced in value 2 
or 3 times. 

The CuHarrman. But the Reconstruction Finance Corporation 
value is—— 

Mr. Sremecer. The Meader bill uses the Reconstruction Finance 
Corporation value. 

Mr. Mraper. Have you prepared, in the Department of Defense, 

. list of properties which, in your judgment, would be affected by 
HT. R. 6182? 

Mr. Srempeter. No; this list we have here would have fitted H. R. 
1781. We haven’t been able to get a list computed on the basis of your 

bill. 

Mr. Meaper. Might I suggest, Mr. Chairman, that it would be 
helpful for the committee to have a list prepared by the Department 
of Defense of properties that would be affected by H. R. 1781, and 
I would like to have a similar list prepared, to show which properties 
would be affected by H. R. 6182. 

Mr. Strempter. I would like to work with the Bureau of Budget 
on that. The records are in dead storage, and we have to go back and 
take your cutoff date and compute a new list out of all the records. 

The Crarrman. Last year the Bureau of Budget said they would 
have no objec tion to legislation as stopgap legislation. 

Mr. Sremeter. Well, Mr. Chairman, I think our position is some- 
thing tike this: we feel, as I said previously, we think the only fair 
ind proper thing is that the Federal Government should bear its fair 
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share of the burden for services it receives. We have just heard from 
a Presidential Commission, which has studied this problem and re- 
ported. They have a study of hundreds of pages on payments in lieu 
of taxes. I think it would be presumptuous of me to say I will not 
study the Commission’s report, and by this bill-—— 
Mr. Mraper. How long does it take you to study it ¢ 
Mr. Srempier. I hate to say it, but we didn’t even get a copy until 
last night. 
The CuatrrmMan. That is the same way they will proceed if you 
leave this matter. You will take it and study it overnight, Mr. Meader, 
but they only got ao of it last night. Certainly, we ought to cure 
the situation that ( ‘ongress has created with regard to the properties 
set up under Reconstruction Finance C ‘orporation. There have been 
payments in lieu of taxes, and certainly, we are responsible for that, and 
we ought to settle that now. Then let you study all this other stuff 
and let you make up your mind what you are going to do. If you 
don’t make up your mind, Congress will have to act piecemeal again. 
The Kestnbaum Commission gave us copies the day after the report 
came out. 
Mr. Srempier. We asked, for ourselves, and I have just checked 
with Mr. Van Cleve here, and it is true, we haven't received a copy of 
the study committee report at all. 
The CHamman. You asked for it ¢ 
Mr. Srempier. We have, sir. 
The CrrarrmMan. Maybe we could ask for you. [ Laughter. | 
Mr. Fascett. Do you feel that the Federal Government ought to pay 
this, if it is a Department of Defense contract, but it ought to be 
an equitable amount which ought to be the least amount possible 
Mr. Srempier. Not necessarily the least amount possible. TI say, 
taxes are based on services rendered. If we receive fire protection, 
sewerage, and so forth, we should pay accordingly. But how do you 
compute this / 
Mr. Fasceii. Do you feel it ought to include benefits received and 
ought to include the services received / 
Mr. Svempuer. Yes. 
Mr. Fasceti. And that presumes, of course, you can isolate the 
services rendered toa particular establishment ¢ 
Mr. Srempter. I think it can be done. We can arrive at some aver- 
age formula, taking into account services rendered and_ benefits 
received. 
Mr. Fascet. In such things as if the fire truck goes by a plant, 
or if there isa street light, or ifa water pipe runs to it, isthat it @ ¢ 
Mr. Stempter. I would be less than candid to say it is an easy 
formula to arrive at. To the best of my knowledge, nobody has come 
up with a formula. The philosophy of the thing i is that you should 
pay for services rendered and take into account the benefits received. 
Mr. Fasceti. But you are either in a community or you are not; 
isn’t that true ¢ 
Mr. Strempuer. I beg your pardon ? 
Mr. Fasceiyi. You are either in a community or you are not. 
Mr. Srempier. Well, I thing you will find that in some instances, 
we do provide services, ourselves, like fire protection and_ police 
guards, and so forth: we take over some of the community functions. 


FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 119 


Mr. Fascet.. Well, could you come out from underneath the juris- 
diction by quo warranto / 

Mr. Srempier. I don’t think so. I don’t see how. 

Mr. Fasceuii. The theory being, if you receive no services from the 
municipality, you are not required, if not within the city limits, you 
are not taxable / 

Mr. Stempver. No; I don’t think of any instances where we per- 
form all the services, so that we could reach that theoretical posture. 
We have no intention of doing so. 

Mr. Fasceti. But all the factors would tend to complicate the 
formula. 

Mr. Stemrpuer. The formula is complicated, as I mentioned before. 
I know people have been working on this 5 or 6 years, and we have 
yet. to see the formula. I am being very candid. 

The Cuarrman. I can’t pick up my pencil and write it down, myself. 

Mr. Mraper. Might I ask one question / 

The CHarrman. Certainly. 

Mr. Meaper. Mr. Stempler, | believe, yesterday, when I spoke with 
you about my bill, H. R. 6182, you stated that no report, no formal 
report, was filed with the committee, because it had never been 
requested. 

Mr. Stemp.irr. I checked that out, too, and this seems to be the case. 
No one seems to have asked us to make a report on the bill. 

Mr. Meaper. Well, the jacket of this legislation just handed to me 
shows the bill was sent to the Department of Defense May 18, 1955, 1 
week after it was introduced, and I wonder if you would make a check 
to see what happened. 

Mr. Stempter. We checked yesterday, when we found out about the 
hearing. 

The CHarrman. We are just about to finish hearing Mr. Stempler’s 
testimony. The three witnesses from the GSA are here, one of whom 
will testify. 

Mr. Poorman. Just one, sir, and it will be short. 

The CHairman. Then there is Mr. White, Councilman from the 
city of New Castle. Mr. Healy, Mr. Kane, and Mr. Seegmiller, will 
give us the views of their offices after the other witnesses have been 
heard. 

Do any of the people named wish to file a statement rather than 
testify ? 


STATEMENT OF KEITH L. SEEGMILLER, EXECUTIVE SECRETARY, 
NATIONAL ASSOCIATION OF COUNTY OFFICIALS 


Mr. SeeGMiuuter. I am Mr. Seegmiller, executive secretary of the 
National Association of County Officials, and I have a brief statement 
which I have left with the clerk, and I believe it will express the feel- 
ings of the Association of County Officials. At this time I will submit 
it. 


(The statement referred to follows:) 


STATEMENT OF KEITH L. SEEGMILLER, EXECUTIVE SECRETARY, NATIONAL ASSOCIATION 
OF COUNTY OFFICIALS 
I am Keith L. Seegmiller, executive secretary of the National Association of 


County Officials. Unfortunately, my notice of these hearings was not sufficiently 
far in advance to make it possible for us to arrange representation here by county 
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officials from the areas in which these bills would have particular effect. How- 
ever, they are of such vital importance to a number of our counties that we wish 
the record to show our very strong endorsement of them, and that is the point 
I wish to make primarily here today. If it meets with the approval of the com- 
mittee, I desire leave, however, to file a more detailed written statement which 
I believe can be prepared by July 22, 1955. 

The National Association of County Officials has been in the forefront for many 
years demanding relief from the burden of exemption from taxation of Federal 
property. We have long been keenly aware of this burden because counties must 
rely so heavily for their revenue on the general property tax. For this reason, 
it is probably safe to say that the matter is of more importance to counties than ST 
to any other level of government. The burden has been frequently manifested in 
its most acute form during the last decade or so because of the increased acquisi- . 
tion of property by the Federal Government and because of the frequent transfers th: 
of it among agencies that may or may not be authorized to make payments in 


lieu of taxes. The bills now under consideration by this committee are aimed wh 
at an area of acute and unexpected impact upon the revenue structure of counties. tiv 
This is a situation in which valuations, assessments, and budgets have been pre- to 
pared upon the expectation that payments in lieu of taxes would be made in rela- im 


tion to property owned by the Reconstruction Finance Corporation and its sub- e 
sidiaries, but after such valuations, assessments and budget making, Reconstruc- 10 
tion Finance Corporation property has been transferred, without any reasonable r 
advance notice, to another agency of the Government not authorized to make pay- Ca 
ments in lieu of taxes. The disrupting effect is apparent when we consider that ki 
in many jurisdictions such property of the Reconstruction Finance Corporation pa 
constituted a substantial portion of the tax base. 10 


The real objective of the national association, of course, is a general overall we 
scheme for reimbursement to local governments for all of the tax loss sustained 
by reason of Federal ownership of property. This is a large and complicated Un 


task that must be worked out with care in the light of the many facets and 


ere a ; . J ; \¢ 
ramifications of it. We are now urging the Congress, through other committees Gs 


before which general bills are pending, to provide such a general scheme. The tin 
proposals in the bills before this committee constitute but a small part of the les: 
total problem, However, since they are aimed at relieving a particularly burden- Ti 
some and acute situation, and since they relate only to property upon which 


payments in lieu of taxes have already been made, prompt enactment of one of set 
these bills is believed to be abundantly justified as an emergency relief measure. we! 

The National Association of County Officials, acting for its membership in " 
every State in the Union, has repeatedly approved vigorous endorsement of any 1 
proposal for legislation that would tend in any respect to grant relief from the n 
burden of Federal tax exemption. Such an endorsement is here given, and I | 
believe I can safely say, not only that it is approved by unanimous action by our J 
association, but that it will not be opposed by any county officials in the country. ton 


The Cuatrman. Thank you, sir. We are doing all we can to meet fac 
your wishes. goi 
Mr. Seeemitier. Thank you. fac 
May I say, I would merely endorse the reasons for the bill that have gin 
been given around the table this morning. ter 
The Cratrrman. Thank you. af. 
Are there any others? vea 
(No response. ) S 
The Cuatrman. So that means we have the GSA, Mr. White, coun- gen 
cilman from the city of New Castle, and Mr. Kane. if | 
I am going to ask the members of the committee to return as soon £00 
as the rolleall is over, and conclude the hearing, and then we will to ¢ 
adjourn for dinner after that. pou 
So, if we will go now and answer the rolleall, and return immedi- tha 
ately, we will conclude earlier. of 1 
Are there any other questions to be asked of Mr. Stempler before con 


we go? whi 
(No response. ) Uni 
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The Cuatrman. Thank you, Mr. Stempler, for your contribution. 

(Whereupon, a short recess was taken at 12:10 p. m., after which 
the following proceedings were had, to wit :) 

The Cratrman. Will the committee come to order. 

Is Mr. White present ? 

Mr. Wuirte. Yes, sir. 


The CHatrman. Mr. White is the councilman from New Castle. 


STATEMENT OF RALPH R. WHITE, COUNCILMAN, NEW CASTLE, PA. 


Mr. Wuire. Mr. Chairman, members of the committee, 1 want to 
thank you for this opportunity to say a few words. You have a letter 
which was read by our mayor, also a statement from our Representa- 
tive in Congress, Hon. Frank Clark, but there are two things I wanted 
to elaborate on. I think everyone agrees on the principle of sove reign 
immunity of taxation of the Fede ‘al Government, but also, confisea- 
tion without proper payment is a question that arises in New Castle. 

As you recall from testimony presented here earlier, the city of New 

Castle acquired by purchase, grounds for the erection of a defense 
hank, and as long as it was in the Reconstruction Finance Corpora- 
tion’s hands, it was leased to the United Engineering Co., and the taxes 
were paid. 

February of last year, the city government was notified by the 
United States that the title of the property had been transferred from 
GSA to the United States, and they were immune from taxes. At this 
time, I wish to point out that the United Engineering Co. was the 
lessee of this property at 7 percent gross fee. It is assumed—at least, 
I imagine it would be assumed—that when the Federal Government 
set this amount, they had taken into consideration the taxes that they 
were paying the municipality, the school, county and city taxes. 

The CuatrmMan. That assumption may be contrary to fact, though. 

Mr. Wurre. Pardon me? 

The Cnarrman. That assumption may be contrary to a 

Mr. Wuire. I think the facts will substantiate that, sir. Mr. Pey- 
ton, of the GSA, who I believe will testify later, would have those 
facts, I am satisfied, and could supply the committee with them. But 
going along on the assumption of fact—and I am satisfied it is the 
fact—either the Government was leasing this plant to the United En- 
gineering, which is in competition with other companies in free en- 
terprise, “without taking into account these local taxes—either that is 
a fact, or the Government was making a windfall of this $110,000 a 
year after the transfer was made. 

Now, when Mr. Clark, our Congressman, was a witness, one of the 
gentlemen of the committee brought up the subject, or asked him 
if the exoneration of taxes as inducement to industry was not a 
good idea, and if it would not be the policy of the city in this case 
to go along in that proposition, to attract industry. I would like to 
point out, the ¢ ity of New Castle has a very limited amount of space 
that would be available for industries, situated as we are, in the fork 
of the Shenango and Neshannock Rivers, with the railroad lines all 
concentrated along the river bank. About one-fourth of this area, 
which would be desirable for industry, is taken up by this plant, 
United Engineering. I am satisfied that if that were out of there, 
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that other industries would be attracted, and it would be on the tax 
books. They would be paying their fair and appropriate share. 

Now, the city of New Castle, in order to serve or facilitate this 
plant, put in a street to the plant at a cost of $29,000, spent over 
$100,000 in enlargement of the sewerage trunklines, part of that to 
provide sewerage from this plant, and in the past year purchased 
two new fire trucks, one of which possibly wouldn’t have been necessi- 
tated had it not been necessary to protect this plant which, by the 
way, costs the Government $30 million and is reported to have an 
actual value of somewhere in the neighborhood of $14 million, and 
which the Government has had an offer to purchase for approxi- 
mately $9 million. It is assessed on our tax books at $3 million. I 
feel that those facts should be taken into consideration by this com- 
mittee. I think that our position is different than some of the other 
installations that are being considered, but the—so far as we are con- 
cerned, we are asking this be reported favorably as a relief from 
2 problem that was not created by the choice of the people of New 
Castle, but something that we have to live with, something that pre- 
sents an added burden to every taxpayer in the city. 

The Cuatrman. Do you appreciate that once Reconstruction Fi- 
nance Corporation went out of existence, and its property was trans- 
ferred to another agency, there was no way under the sun for that 
agency to pay you taxes? It is not a windfall for the Government. 
There is no way they could, no laws which would authorize them to 
pay vou taxes. . 

Mr. Wutrr. I understand that. When I said “windfall,” that 
wasn't a very good term. 

The CuarrMan. We are seeking to remedy that situation, because 
it was the Reconstruction Finance Corporation that was set up by 
the Congress. We are seeking now to remedy a situation that we 
created by authorizing Reconstruction Finance Corporation to pay 
those taxes. That is the purpose of this Meader bill. Because we are 
cognizant of the seeming injustice that has been done, we have met 
here and we are deliberating on the question of giving relief, if we 
can get this measure to the Congress. We are entirely sympathetic 
with the situation, because we created it in the Congress. 

Mr: Wuire. Thank you. 

The Cuarrman. Any questions ? 

Mr. Meaper. Mr. Chairman, I would like to ask Mr. White why 
this New Castle plant doesn’t appear on the list ordered by the Bureau 
of the Budget of plants which would be affected by a similar bill in 
the last Congress. 

Mr. Wuire. Sir, that was mentioned yesterday, and I understand 
the list was revised. I checked with Mr. Peyton of the GSA a few 
moments ago, and he informed me that the New Castle plant had 
been added, or would be, in the revised list. 

Mr. Meaper. Thank you. 

The Cuatrman. Any questions, Mr. Fascell ? 

Mr. Fasceiy. No questions. 

The Cuatrman. Thank you very much for your contribution, sir. 

Mr. Wuirr. Thank you. 

The CHarrMan. Mr. Healy ? 

Mr. Seecer. I would like to appear on behalf of Mr. Healy, who 


was called out of the city. 
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STATEMENT OF DEANE SEEGER, FIELD REPRESENTATIVE, 
AMERICAN MUNICIPAL ASSOCIATION 


Mr. Segcer. My name is Deane Seeger. I am the field representative 
of the American Municipal Association. I have a prepared statement 
which I would like to hand to the reporter, and copies have been pro- 
vided for the committee members. 

Very briefly, if I may, I would like to make 1 or 2 brief observations, 
having listened to the testimony yesterday and today. 

One point discussed by the committee is the benefits accruing to the 
community by virtue of the location of a plant. I would merely like 
to point out that the benefits that are spoken of in connection with 
the location of a plant are commercial benefits, generally speaking, 
but I know that in most instances these cities, by virtue of constitu- 
tional or legislative restrictions, are unable to recapture in dollars and 
cents those benefits to enable them to meet the additional cost of pro- 
viding municipal-type services. I would also like to say that we are 

eatly in favor of this bill at this time. The Kestnbaum report, we 
Feel, well documents the position that has been taken, and we urge that 
action should be taken as quickly as possible to relieve the situation as 
it affects these cities. 

Further, I would like to say, there is precedent for this piecemeal 
approach in the Canadian cities. In 1949 this question appeared there, 
and a program was developed at that time. It did not cover the entire 
situation, but the national legislation in Canada has been revised and 
amended from time to time since then, until they have come up with 
a reasonable solution to the problem, that is, payment in lieu of taxes 
to the community on Federal properties. 

The Cuatrman. Any questions? 

Mr. Meaper. No questions. 

Mr. Fascetz. No questions. 

Mr. Srrcer. I would like to introduce for the record the statement 
of Mr. Patrick Healy at this time. 

(The statement referred to follows :) 


STATEMENT OF PaTRICK HEALY, JR., ExecuTIVE DirEcTOR, AMERICAN MUNICIPAL 
ASSOCIATION 


I am Patrick Healy, Jr., Executive Director of the American Municipal Asso- 
ciation, which is the national association of municipal governments, represent- 
ing more than 12,000 of them in 45 States and the Territory of Alaska. I appear 
in support of H. R. 6182. 

For several years the American Municipal Association has stood on a policy 
favoring the enactment of “Federal legislation authorizing the assessment and 
collection of local property taxes on Federal property or requiring the payment of 
annual sums in lieu of full taxes to municipalities by the Federal Government.” 
The full cooperation of other organizations of State and local governments in 
the United States has been obtained in behalf of this policy. While I am not 
authorized to appear as spokesman for them, I can tell you as a matter of fact 
that in addition to the American Municipal Association, the principles of H. R. 
6182 are supported by: The National Association of Assessing Officers, the Fed- 
eration of Tax Administrators, the Municipal Finance Officers Association, the 
National Institute of Municipal Law Officers, the United States Conference of 
Mayors, the National Association of County Officials, and the Council of State 
Governments. Such unanimity is more eloquent testimony of the bill’s worth 
than anything I can say. 

A similar bill introduced in the 83d Congress was approved last year by the 
House of Representatives and by the Senate Committee on Government Opera- 


65681—55——_9 








124 FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 

























































tions, only to be held up on the Consent Calendar in the Senate during the closing 
hours of the session. Extensive hearings were held in both the House and the 
Senate on this matter, and it does not seem necessary to burden you with a 
repetition of all the arguments in favor of the bill which were presented previous- 
ly with such favorable response from the Members of Congress. 

The situation has not changed any except to get worse for the local govern- 
ments particularly affected by the sixty-odd properties involved here. You 
have heard from the mayors of Adrian, Mich; New Castle, Pa., and perhaps 
others with their specific examples. 

However, one big development has taken place since last year, and that is the 
report of the Commission on Intergovernmental Relations transmitted to the 
President on June 20, 1955, and by him to the Congress immediately thereafter. 
The reason I mention this is that for the past 2 years efforts to obtain broader 
legislation for Federal payments in lieu of taxes have always met with opposi- 
tion on the ground that the whole matter was being studied by that Commission 
and should await its report. This was the stock answer of many of the executive 
departments of the administration. Now after 2 years let us see just exactly 
what the Commission on Intergovernmental Relations does say : 

The Commission recommends that the National Government inaugurate a 
broad system of payments in lieu of property taxes to State and local govern- 
ments. The most important class of properties on which such payments should 
be made is commercial or industrial properties. Special assessment payments 
and transitional payments in lieu of taxes should be made in certain cases. 

The Commission believes that these payments are necessary to help preserve 
financially healthy local governments. Present tax immunities of Federal prop- 
erty have weakened many local governments. The States and the National 
Government share in the responsibility for avoiding actions which impair the 
financial ability of local governments. Equity as between Federal and local 
taxpayers requires the National Government to make appropriate payments. 
These should be based largely on the property tax system, which is the main 
source of local revenue. 

The Commission does not believe that equity requires initiation of payments 
in lieu of taxes on properties held by the National Government where their non- 
contributory status has already become integrated into the economic and fiscal 
patterns of the community. Therefore, no in-lieu payments should be made 
on any properties acquired prior to a specified cutoff date. Perhaps September 
8, 1939, would be the earliest date and July 1, 1950, the latest date. These 
dates marked the beginning of periods of large-scale acquisition of properties for 
defense purposes—the properties which have been largely responsible for this 
problem. The Commission, recognizing that any selection must be arbitrary, is 
not prepared to recommend a specific cutoff date. In addition to a cutoff date, 
some type of arbitrary limitation on Federal payments is necessary to prevent 
excessive payments or windfalls to some local governments. 

In the Commission’s opinion, the exhaustive report of its Study Committee 
on Payments in Lieu of Taxes and Shared Revenues will provide the Congress 
with a solid foundation upon which to build a sound program of payments in 
lieu of taxes on Federal properties and make such adjustments in shared revenue 
arrangements as may be needed. 

The States sometimes contribute to the financial difficulties of their sub- 
divisions by exempting their own properties from taxation. They may there- 
fore want to consider the use of broad payment-in-lieu arangements at the 
State level. 

Now this bill certainly does not meet the whole problem as contemplated by 
the Commission on Intergovernmental Relations. However, it does provide 
immediate relief for a temporary period for certain communities where these 
federally owned commercial and industrial type properties were on the tax rolls. 
And that is the significant feature about this particular bill; namely, that these 
properties were once on the tax rolls and then were suddently removed. It is 
not as though you are providing a windfall to local governments. 

The fear has been expressed that the United States might find itself making 
windfall payments to local governments and, in effect, to present taxpayers if 
the tax process were used for commercial and industrial properties. If these 
windfalls to private taxpayers mean no more than lower taxes resulting from 
an increase in the total amount of property on the tax rolls, the United States 
has no complaint. If it is fair that national costs be borne nationally, then 
these taxes ought to be paid. That the United States has been something less 





FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 125 


than prompt in recognizing its obligation is hardly a good reason for denying 
payments in the future. 

It is true that there are instances where valuable property is located in one 
district while population and demands for expensive services are concentrated 
in another district. It has been suggested that a taxpayment to the situs under 
such conditions would be a windfall. That taxpayment would not be a windfall 
any more than taxpayments under similar circumstances by private industrial 
and commercial operations would be windfalls. Such a situation indicates only 
that the property tax is not the perfect tax, a fact which is readily conceded. 

Long precedents of the most respected and impartial opinion on this problem 
should guide you to a favorable report on H. R. 6182. 

Back in 1948, the Secretary of the Treasury concluded a five-volume study on 
this problem by submitting a report to the 77th Congress, in pursuance of 
Senate Resolution 160, which said : 

“Federal payments on Federal properties located within the boundaries of local 
governments presents one of the more difficult and less satisfactorily handled 
problems in intergovernmental relations. The problem has been aggravated 
by the Federal acquisition of large * * * defense facilities. These acquisitions 
often create difficult local financial problems because they deplete the local tax 
base, and because in many instances Federal properties make it necessary for 
local governments to expand governmental services.” 

The first Hoover Commission report recommended that : 

“* * * every effort should be made to leave to localities and States adequate 
resources from which to raise the revenue to meet the duties and responsibilities 
of State and local governments.” 

In 1947, during the 80th Congress, the Senate Committee on Public Lands held 
extensive hearings on the matter, traveling from coast to coast in order to obtain 
factual, accurate, authoritative data. The committee report said that: 

“The testimony established beyond doubt the dire need for immediate legisla- 
tion to relieve local governments from an excessive and inequitable tax burden.” 

The report concluded that “procrastination will not diminish the size of the 
problem nor provide a remedy.” 

The American Municipal Association hopes that the exploration period has 
been completed. The time for action has surely come. H. R. 6182 is a small 
step in the direction of curing a long-standing inequity. We respectfully urge 
your immediate, favorable consideration. 


The Cuatrman. Thank you very much. 
Mr. Poorman ? 


FURTHER STATEMENT OF FRED S. POORMAN, DEPUTY COMMIS- 
SIONER, PUBLIC BUILDINGS SERVICES; ACCOMPANIED BY 
THOMAS L. PEYTON, DIRECTOR, REAL PROPERTY DIVISION, 
PUBLIC BUILDINGS SERVICES; AND JULIUS SILVERSTEIN, 
OFFICE OF GENERAL COUNSEL, GENERAL ACCOUNTING OFFICE 


Mr. Poorman. Mr. Chairman, you will recall that we made a few 
remarks last night, which were approximately completed but not 
quite, so it might be worthwhile to repeat them, to complete the record. 

The Bureau of the Budget representative read a letter of June 12 
which covered the Administrations’ position in the matter. The Gen- 
eral Services Administration letter of June 3, which appears on page 
15 of the committee’s report, covers the official position of General 
Services Administration. 

I might say that, unlike the Department of Defense, plants under 
General Services Administration are for disposal, and since 1944, ap- 
proximately 1,100 plants have been returned to private ownership and 
to tax rolls, 36 plants remained in General Services Administration, 
and we are actively attempting to dispose of those, to get them back 
onto the tax rolls. Also, generally, the output is for commercial use. 
I mentioned last evening that from 1949 to 1952 GSA paid taxes on the 
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Reconstruction Finance Corporation plants. We discontinued it by 
virtue of a court ruling. 

The Cuatrman. Did you recapture the money paid, take steps to re- 
possess the money paid ? 

Mr. Poorman. Sir, I think that a letter that I would like to read 
into the record, signed by Mr. Larson, previous Administrator of Gen- 
eral Services Administration, dated January 14, 1953, would explain 
that situation : 


Dear Mr. HorrMAn: I desire to inform you of my determination to effect a 
change in the policy hereafter to be observed by General Services Administra- 
tion in the matter of payments of sums in lieu of taxes on surplus property in 
those cases in which record title to the property remains in the name of Recon- 
struction Finance Corporation. 

It has heretofore been the policy and practice of both this Administration 
and War Assets Administration, to whose functions in the disposal of surplus 
property this Administration succeeded, to make payments of sums in lieu of 
taxes accruing against real property, declared surplus by Government corpora- 
tions under the Surplus Property Act of 1944, where legal title to such property 
remained in the Government corporation. In those instances in which such 
property has been leased to private industry or persons, the lessees uniformly 
have been required to pay directly to the local taxing authorities all taxes 
assessed against the property. 

The adoption of such policy was based upon the belief that, so long as record 
title to the property remained in Reconstruction Finance Corporation, it was 
legally subject to local taxation, despite the fact that the property had been 
declared surplus to the needs and responsibilities of Reconstruction Finance 
Corporation. It is true that record title might have been transferred from 
Reconstruction Finance Corporation to the United States of America, and that 
such transfer unquestionably would have released the property from liability 
for local taxes. If such transfers were made, however, the effect thereof would 
have been to remove hundreds of plants from State tax rolls many of which 
were leased to tenants who were paying the taxes, and who would continue to 
do so as long as the record title stood in the name of Reconstruction Finance 
Corporation. Congress approved the policy established by war Assets Admin- 
istration, of not taking those properties off the tax rolls by authorizing War 
Assets Administration to pay sums in lieu of taxes on such properties, and as 
late as September 5, 1950 (see sec. 210 (a) (9), Public Law 152, 81st Cong., as 
amended by sec. 5, Public Law 754, 81st Cong.), it continued that approval by 
authorizing the General Services Administration to pay sums in lieu of taxes 
on property declared surplus by Government corporations under the provisions of 
the Surplus Property Act of 1944, where legal title thereto remained in such 
Government corporations. 

As was pointed out in the preceding paragraph, the policy adopted by War 
Assets Administration in the matter of making payments of sums in lieu of 
taxes was founded upon the belief and assumption that taxes might be lawfully 
levied against the property. A recent decision in the United States Court of 
Claims held that no liability for local taxes could attach to property which had 
been declared surplus by Reconstruction Finance Corporation after the date of 
acceptance of accountability for such property by the disposal agency. The 
decision was rendered in the case of The Board of Commissioners of Sedgwick 
County, State of Kansas v. The United States, case No. 50117 decided July 15, 
1952, which was tried before the Court of Claims pursuant to special authority 
contained in the provisions of Public Law 5, 82d Congress, approved March 19, 
1951. The case involved a claim by the county of Sedgwick for taxes assessed 
against real property record title to which was held in the name of Reconstruc- 
tion Finance Corporation, but which had been declared surplus to War Assets 
Administration under the Surplus Property Act of 1944. The court held that 
taxes were properly chargeable against the property during the period it was 
held by Reconstruction Finance Corporation in the performance of the duties 
and responsibilities imposed upon the Corporation by law, but that it was not 
subject to taxes after it had been declared surplus to the needs and responsibili- 
ties of the Corporation and accountability therefor had been accepted by War 
Assets Administration. Judgment was ordered in favor of the county for the 
unpaid taxes assessed and levied during the years that the property was held 
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by the Corporation in the performance of its statutory responsibilities, but no 
relief was granted the county for any taxes accruing after the date of accept- 
poop! of accountability by War Assets Administration under the declaration of 
surplus, 

The decision of the court in this case has in effect invalidated the assumption 
upon which the policy providing for payment of sums in lieu of taxes was based, 
and I therefore feel obliged to effect a change in such policy. This decision has 
been arrived at notwithstanding there may be some question as to the general 
applicability of the decision of the Court of Claims in this case, because of the 
special nature of the proceedings and the fact that the decision is based in part 
upon a construction and interpretation of the constitution and statutes of the 
State of Kansas. 

Accordingly, effective immediately, the policy of this Administration will be 
to refrain from paying any taxes or sums in lieu of taxes, or requiring any 
other Government agency to make such payments, accruing after the date of 
acceptance of accountability by War Assets Administration in cases of real 
property declared surplus by Reconstruction Finance Corporation under the 
Surplus Property Act of 1944, even though legal title to such property may 
remain in said Corporation. This Administration will, however, in those cases 
in which property of this kind is leased to private parties, continue, so far as 
possible, to require such private parties, as lessees, to pay all taxes which may 
be levied or assessed against the property during the leasehold period, or sums in 
lieu thereof, in order that the lessees may not gain a windfall by virtue of the 
fact that rentals were established in the light of the lessees’ undertaking to pay 
taxes. 

The Cuarrman. What about the case where you charge your lessee 
the amount of taxes you collected ? 

Mr. Poorman. I would like to have Mr. Peyton answer that. I 
might say, in passing, that that reverts to the Federal Treasury. The 
General Services Administration makes no gain from the proposition. 

Mr. Perron. The provision to require a lessee to pay the sum equiv- 
alent to taxes after we were prohibited from their being paid to the 
community, as Mr. Poorman said, the miscellaneous receipts going to 
the Treasury Department, it was done to prevent a lessee getting a 
break against a competitor next door, operating a private business and 
paying local taxes, and competing and bidding on the same contracts. 

The Cuarrman. I think that was properly done. 

Mr. Peyron. And as a matter of fact, we had many instances where 
private plant owners inquired as to whether or not their competitors 
were paying taxes to the Government or—and in some instances, 
rather indicated that they felt they must be getting a windfall, because 
they were beating them out in competition. 

Well, we have tired to maintain that policy. Now, at the time of 
the Sedgwick County case—and I might add, that following that, we 
asked the Comptroller General for an opinion as to whether the Kansas 
statute would be applicable in general, and in October we got an opin- 
ion which even went further, it seems to me, than the Court of Claims’ 
opinion, in that he ruled that the property was immune from taxes 
from the date the property was declared excess to the needs of Recon- 
struction Finance piegereenee but not necessarily surplus to the needs 
of the Government. So, at that time, we had leases in effect 

Mr. Meaper. Might I interrupt at that point, Mr. Peyton? 

Mr. Peyton. Yes. 

Mr. Mraper. That would mean, would it not, that the minute Re- 
construction Finance Corporation declared the property excess, even 
though it still had custody, control and accountability until it had 
been accepted by some other agency within the Government, the 
property was immune from taxation ? 
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Mr. Peyton. That is right. In other words, it was excess to its 
needs, although it had custodial responsibility. 
Mr. Meaper. If we assume it might take a year to circulate this 
property among the Defense Department and any other department 
that might conceivably have a need for it, no other department would 
have custody, control or accountability during that year period, and 
the Reconstruction Finance Corporation would have custody, control 
and accountability, nevertheless, according to the Comptroller Gen- 
eral, it was immune. That goes farther than the Sedgwick County 
case, which seems to base immunity on accountability and custody 
and control. 
Mr. Peyron. Yes. I would like to try and explain this lease situa- 
tion, because it does become a little complicated. 
At the time these decisions were made, we had existing leases, all 
of which, as a matter of uniform policy, required the lessees to pay 
taxes to the taxing authorities directly 
As Mr. Larson stated in his letter, I think he stretched the law as 
far as he could, to permit those lessees to continue to pay those taxes 
directly to the local community, so long as the lease was in effect. 
What happened at New Castle, and elsew here, when the leases expired 
and there was no contractual arrangement, and we were faced with the 
problem of entering into a brandnew lease, then on the advice of gen- 
eral counsel we had to rule that we could not permit a lessee to continue 
to pay taxes under a new contract that had been entered into subse- 
quent to those decisions. 
The CratrmMan. But you can, in making that lease, take the tax 
amount into account and that money went into the general funds of the 
Treasury. 
Mr. Peyton. That is right. We uniformly required that the lessees 
pay us a sum equivalent to the taxes, so we could equalize competition 
between Government lessees and private owners. 
Mr. Poorman. Not for the value of the money but to maintain com- 
petitive competition. 
The Cuatrman. That is right. That money can only get a benefit 
of the former tax money they were getting by an act of ‘Congress, and 
since this bill refers only to those institutions that were held by the 
Reconstruction Finance Corporation, and under the terms of that leg- 
islation created in Reconstruction Finance Corporation, the Recon- 
struction Finance Corporation had to pay money to the communities 
in taxes. Don’t you think we should take steps immediately to put 
this money being collected, money that was paid in lieu of taxes, back 
into the hands of those for whom it was first established ? 
Mr. Poorman. Sir, both the Bureau of the Budget and GSA have 
indicated a feeling that a more comprehensive coverage would be ad- 
vantageous. The only thing we can assure the committee is that we 
will be most pleased to cooperate on any schedule that either you or the 
Bureau of the Budget establish to go into the picture. 
Naturally, if it is determined that the legislation now in discussion 
should proceed at this time, it is not inconsistent with what we have 
been attempting to do in these specific cases. We do want to say that 
a coordinated overall policy, administratively, could be handled much 
easier. 
The CratrMan. Heretofore, in this type of legislation, you have 
advocated this as a stopgap measure. 
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Mr. Poorman. We have been sympathetic toward this. 

The CuHarrman. With this particular situation. 

Mr. Poorman. Yes. 

The CuarrmMan. Why are you less sympathetic now / 

Mr. Poorman. We are not less sympathetic. We believe the prob- 
ability of more comprehensive legislation, a measureable of degree 
closer. You folks, in your w isdom, are better judges of what w ould be 
involved to get that, than we are. 

The CHatrM an, W ell, according to the testimony of the previous 
speakers, they just now received, or haven’t yet got copies of the work 
done by the Kestorbaum committee. Those have been out a long time. 
If we are going to judge that as the speed that is going to be shown to 
study these other matters, that is all the more reason we should go ahead 
and take care of this particular situation which we, ourselves, created. 

Mr. Poorman. I think you folks are the better judges of that. 

The CHarrMAN. [ appreciate that answer. [| Laughter. | 

Mr. Fascext. I was interested in Mr. Peyton’s testimony regarding 
the leases on these things, where in each case you provided that the 
lessee would make payment directly to the taxing authority, and then 
this opinion came out on a changeover, and you had to eliminate that. 
But the payment was made directly to the Federal Government, and 
then there was no provision by which the money could then be paid 
to the taxing authority. 

Mr. Peyton. That is right. 

Mr. Fascetz. Now, that was based on the theory of tax immunity 
to the Federal Government, and there would be no lien attached to 
the property, et cetera; is that correct ¢ 

Mr. Peyton. Well, I wouldn’t say it was based primarily on the 
Federal Government’s position, beyond wanting to not abuse its 
position by creating unfair competition. 

Mr. Fasceti. W ell, the Federal Government continued to collect 
the money which formerly would have gone to the taxing authority. 
What I want to know is why the leases, since that time could not have 
been written, which would have required the lessee to pay the tax- 
anyway, even though, under the theory of tax immunity, the tax 
authority that would not have a lien could not have assessed the tax. 
That is the thing I can’t get. Why can’t that be done by contractual 
relations. Why can’t that requirement be written into law, if 
necessary ? 

Mr. Pryron. Maybe the counsel for the committee can help me with 
that. The matter was thoroughly explored with Mr. Elliott, our Gen- 
eral Counsel. We received a written opinion from him, that where 
we had no lease and we were entering into a new contract, subject 
to the opinion of the Comptroller General, we were not authorized to 
pay taxes on Federal property. 

Mr. Fascety. I understand that, but how would that affect the 
requirement, if the contract—in the contract, if the lessee would make 
the payment ? 

Mr. Poorman. I don’t think, sir, that any one Government agency 
would, in equity, adopt a policy of that type, in view of, for exam- 
ple, the Department of Defense, which has a much broader and much 
more important stake in this. When we get a piece of property, it is 
surplus. It may have a security clause, but our interest and our mis- 
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sion is to get it back onto the taxrolls and get revenue into the Treas- 
ury Department from the sale. I think what you are saying would 
have a very compelling effect upon the procurement policy of the 
Department of Defense. 

Mr. Meapver. Mr. Chairman. 

The Carman. Mr. Meader. 

Mr. Meaver. I have two questions. This is new to me, that the 
Federal Government is collecting local taxes and putting them in the 
general funds of the Federal Treasury. I didn’t realize that. 

Mr. Poorman. Not local taxes 

Mr. Meraper. Well, an amount equal to the local taxes, and putting 
it in the General Treasury, and it strikes me that that is an unjust 
enrichment of the Federal Government. The local government per- 
forms the services, but the Federal Government collects the money, 
and the Federa] Government keeps it. 

Mr. Peyton. I think there is a little different interpretation of that, 
Mr. Meader, as Mr. Larson said in his letter. These tax payments 
_ basically to bring our leases up to the equivalent of the gross 

ease 

Mr. Mraper. Well, I appreciate that the purpose is not for the 
Government to enrich itself at the expense of a local government, and 
that you are doing it to equalize competition, although I am not so 
sure that antitrust policies are within the General Services Adminis- 
tration. But assuming that was the objective, the effect of it is that 
the Federal Government has been enriched to the extent that local 
services had been performed by a local unit of government for the 
benefit of a lessee of the Federal Government. 

Mr. Peyton. Now the $64 question is, what could we have done 
with the money than that which we did do? 

The Cuatrman. That is right, and your bill, Mr. Meader, will cure 
that situation, and that is why we are here. 

Mr. Meaper. The other question I have is whether, after these two 
decisions of the Court of Claims and the Comptroller General were 
made, were any efforts made to recover from contractors who had paid 
local taxes for years prior to 1952, prior to these opinions, to make 
them now pay to the Federal Government amounts which they had 
paid for local taxes and been approved by the agencies with which 
they dealt? 

For instance, in the city of Adrian, for a short period of time after 
the war, the Gerity Corp. was the lessee of this $25 million plant. 
They had paid and had their payments approved by the Air Force, 
some $140,000, prior to any notice that the General Accounting Office 
and the Court of Claims had made this decision about property which 
was excess to Reconstruction Finance Corporation’s needs, but I under- 
stand the Air Force tried to collect that $140,000 back out of the Gerity 
Corp., although he couldn’t go back to the city of Adrian and say, 
“Give me back the taxes I gave you.” 

Has there been any widespread effort on the part of the Govern- 
ment to go back to the taxpayers and make them pay back to the 
Federal Government 











Mr. Peyton. Certainly, the GSA has not done it at all. I will 
assume, Mr. Meader, although you can correct me if I am wrong, that 
a decision or act of that kind is not retroactive, and I imagine that 
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probably the case you refer to, some were paid subsequent to those 
decisions, and then there was an effort made to collect them. 

Mr. Meaper. No; I have a copy of the letter that the Air Force sent 
to the Gerity Corp., in which it asks them to pay the Air Force 
$140,000 which they in good faith had paid for local taxes, before the 
decisions. I just wondered if there is any widespread effort on the part 
of the Government to go back after the decisions were made and to 
collect money paid for taxes during that period, where the decisions 
said that the property is immune from taxes. 

Mr. Peyron. There has been no effort made to do it, as far as GSA 
is concerned. You might ask the Department of Defense that 
question. 

Mr. Meaper. I would like to ask the Department of Defense about 
that. 

Mr. Stempter. I have no knowledge. 

The Cuarrman. Were the taxes—what was the situation with the 
taxes, when the taxes were paid under protest and it was taken to 
court ? 

Mr. Stempier. You mean the situation I discussed later ? 

The Cuarrman. The people had to pay him back the money ? 

Mr. Stemeter. Yes. 

The Cuarrman. To whom did they have to pay it back? 

Mr. Stempter. The taxes were paid by the contractor, under protest, 
to the county who levied the tax, but the contractor was reimbursed for 
his payment under the contract by the Federal Government; so, in 
essence, it is the Federal Government’s money that is being held in 
escrow by the county. 

Mr. Fascetz. Only by subrogation. 

Under what provision of the contract was payment made to the 
Federal Government ? 

Mr. Sremp.er. Local and State tax clause, that states, in the event 
a contract is entered into, a valid tax is placed on the contractor after 
the date which moneys were not taken to account. 

Mr. Fascetn. You would have a right to call on the Government. 

Mr. Stempter. Yes. 

Mr. Fasceti. At the time the tax was 

Mr. Srempter. The tax initially falls on the contractor who re- 
quires it as a prerequisite to reimbursement, to preserve all rights for 
the Government, and to protest it, if he is told to and, in other words, 
do everything the Government tells him to. 

Mr. Fascetu. In these cases, you are talking about personal prop- 
erty taxes? 

Mr. Stempter. I am not sure the county uses that. 

Mr. Fascety. But it is not ad valorem tax taken on real estate ? 

Mr. Stempter. No. 

Mr. Fascetu. The question we were asking is whether or not you 
had any knowledge of the Department of Defense seeking reimburse- 
ment from contractors, where the contractor had paid ad valorem 
taxes. 

Mr. Stemeter. I have no knowledge of that. 

Mr. Meaper. Mr. Stempler, I con’t remember the exact date, but I 
think the Adrian plant was declared excess to Reconstruction Finance 
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Corporation sometime in 1946 or 1947, and maybe later than that. The 
deed actually was not made until sometime in 1950, as I recall it. 

Do you have those dates ¢ 

Mr. Van Creve. Yes; we do, Mr. Meader. On January 1, 1950, 
there was a transfer of use and occupancy from GSA to the Air Force. 
The date of declaration of surplus by the Reconstruction Finance 
Corporation was on June 7, 1946. There was a date of deed from 
the Reconstruction Finance Corporation to the United States on 
August 15, 1950. 

Mr. Meaper. Well, then, according to the Comptroller General’s 
opinion, any taxes accruing subsequent to June 7, 1946, would not be 
payable locally. The Federal Government would be immune from 
taxation from June 7 

Mr. Van Creve. That is on the basis of the 1952 decision. 

Mr. Meraper. But nobody knew that until 1952, when the Comp- 
troller General issued his opinion. In the meantime, from 1946 on, 
the local contractor continued to pay local taxes. I understood from 
the local contractor the Air Force sought to have him dig into his 
pocket and pay the Federal Government those taxes which he paid 
from the date the property became immune until the time they stopped 
paying taxes. I wondered if there was any effort on the part of the 
Department of Defense to require such contractors to pay out of their 
pockets the local taxes they had paid, with the approval of the De- 
fense Department, before the decision was handed down. 

Mr. Strempter. It is difficult for me to conceive that the Comptroller 
General had a retroactive effect. But I will check and see. 

Mr. Mraper. I would like to have a statement of the policy of the 
Defense Department with reference to making claims against con- 
tractors who had in good faith paid taxes before this ruling came 
down. 

Mr. Stempter. I would be happy to supply that. 

Mr. Younger. Mr. Peyton, you have some contracts on property 
where the lessee is obligated to pay the tax if the tax is levied. 

Mr. Peyton. That is right. 

Mr. Youncer. Where there has been no tax paid, or you have not 
collected the tax, but it is in the contract that if the tax is levied, the 
lessee is obligated to pay it—— 

Mr. Peyton. All our new contracts since 1952 are on that basis. 
We anticipated, Mr. Dawson, quick passage of this bill, and we wanted 
to protect ourselves on those long-term leases. [Laughter. ] 

Mr. Youncer. In practially all those contracts, you also have the 
option-to-purchase clause. 

Mr. Perryton. Not all. Some of them have an option to purchase. 
We have discontinued, as a matter of policy, granting options, be- 
cause we feel it ties our hands, but doesn’t tie the lessee’s hands. 

We do have still some long-term leases made by Reconstruction 
Finance Corporation, and in which leases the lessees do have options. 
Those are carryovers from the Reconstruction Finance Corporation 
policy and would be discontinued. 

Mr. Fascetu. I would just like to ask a question. I don’t know 
whether it is leading away from the immediate issue, but I would 
like to ask, can you see any objection to passing a Federal law which 
would allow taxing on an ad valorem basis of the leasehold interest 
held by the lessee ? 





FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 133 


Mr. Youncer. I can answer that, because I know of one lease where 
the lessee, for instance, had put about $1 million worth of equipment, 
and plant additions, on leased property, and that amount which his 
leasehold interest is being taxed right over here in Maryland now, he 
is paying that tax. 

Mr. Stempter. With reference to your question, I think the Depart- 
ment of Defense’s recent act. of 1947 says that any lessee’s interest 
created pursuant to that, shall be subject to taxation, and it is. I can 
get the public law citation. 

Mr. Fascetxi. But that provision of law will not take care of all 
cases. 

Mr. Srempter. It takes care of all leases under that act. 

Mr. Peyton. I would like to ask Mr. Silverstein here, if we lease 
a plant to a party, and that party places at his expense machinery and 
equipment for improvement, with the right to remove them, is there 
any reason why the local taxing author ity cannot tax that as privately 
owned property ? 

Mr. Sitverstern. I am unaware of any legal impediment to that. 

Mr. Fascetr. How about the other side of the proposition? How 
about giving the local taxing authority the right to tax that which 
was there, on the basis of the lessee’s interest, which would not give 
them an enforcible lien but only the right to assess, which would be 
the basis for the enforcement of the collection from the lessee of the 
requirement in the contract that he pay a tax to the Federal Govern- 
ment? 

Mr. Sttverstern. I don’t doubt the authority of the Federal Gov- 
ernment to enact such a law. 

Mr. Peyton. Wouldn’t Mr. Meader’s bill cover it? 

Mr. Stemeter. Even if you pass such a law, and I say you do have 
something similar to it, it wouldn’t be self-executing, because the local 
authority would have to pass a law which would allow them to levy the 
tax on the lessee’s interest. The United States Government authorizes 
the local community to levy a tax. 

Mr. Fascety. Yes. 

Mr. Stempter. Which is what happens in the 1947 act. 

Mr. Fascetu. I understand it is not the Meader bill, but I was just 
exploring the possibility of getting away from a direct payment in 
lieu of taxes. 

Mr. Youneer. The difficulty, I think, you will find, is that the lessee 
has no taxable interest of value. 

Mr. Fascetxz. I know, but 

Mr. Youncer. He has nothing of value until he puts something of 
his own into it. 

Mr. Fascetn. We could create a value by law. 

Mr. Youncer. I don’t think you create a value by law. I don’t 
think that would be possible at all. If on a long-term lease he had a 
rental which later on proved to be way below what the going rental 

ras, then a lessor could say, “All right, as a lessee you do have a lessee’s 
interest in that property by virtue of paying only half of what the real 
rental is.” 

Mr. Fasceti. A man with a lease is worth something. 

Mr. Youncer. Not unless he is paying less than the market value. 
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Mr. Fasceiy. Supposing he is paying the full market value and 
wants to sell his lease ? 

Mr. Youncer. He has nothing to sell. 

Mr. Fasce.y. The right of possession. 

Mr. Youncer. Well, the question of whether he has anything of 
value—— 

Mr. Fascetn. Yes, whether I bought anything or not. 

Mr. Youncer. This other case, where the lessee put in a million 
dollars’ worth of machinery and equipment, then he had a lessee’s inter- 
est, and that was taxable. 

Mr. Mreaper. He had an owner’s interest. 

Mr. Youncer. No, because he is still a lessee. He had ownership of 
that, but under this particular case, I don’t think he could remove 
it but had the option to purchase, so he had protection, you see. He 
could go ahead and improve that property, because he had the option 
to purchase. 

The CuHatrMan. Are there any other questions? 

Mr. Pryron. Mr. Dawson, I would like to make one short comment, 
because Mr. Meader has mentioned the subject several times. 

As Mr. Poorman has said, everything we have in General Services 
Administration in the way of industrial facilities is potentially for 
sale. Some are leased temporarily, because of certain circumstances, 
but any list we give this committee, or the Bureau of the Budget, is 
subject to change, because we have sold property from last year’s list. 
We have added two more. The lease of United Engineering expired 
in the meantime, and we have a new arrangement. We are trying to 
get our number of properties into private ownership. It is not a 
static situation. That is all I wanted to explain. 

Mr. Meapver. Your list will be included in the list the Budget Bu- 
reau will furnish us? 

Mr. Preyron. Yes. 

The Cuarrman. Do you have a question, Mr. Fascell ? 

Mr. Fasceti. Maybe this is outside the scope of this hearing, but I 
am trying to find out what situations are not covered by this 1947 
act, Public Law 364. 

Mr. Van Creve. Doesn’t it say that any lease is created pursuant to 
this act ? 

Mr. Fasceti. What other kinds are there ? 

Mr. Van Creve. The other would be lessees from 1947 on. 

Mr. Fascety. All right. What other kinds are there? 

Mr. Stempter. There must be existing in there a local statute which 
authorizes a tax to fall on a lessee’s interest, and believe it or not, 
many communities do not have that. I know it arises mostly in the 
housing situations, where the sponsor, builder of the Wherry houses, 
has a leasehold interest, and that was thrown out. In Maryland, they 
want the statute, because it was so drafted that anyone who holds an 
interest over a period of years was considered a holder, so they could 
attach the tax. 

The Cuarrman. Thank you, gentlemen. I am sorry to have incon- 
venienced you as much as we have. 

Mr. Poorman. We are glad to be of help to you, sir. 

The Cuatrman. Mr. Kane, we have been reserving the last position 
for you, as representative of the legislative branch, in order that we 
might have the benefit of your experience and advice. 
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STATEMENT OF OWEN A. KANE, LEGISLATIVE ATTORNEY, OFFICE 
OF THE COMPTROLLER GENERAL 


Mr. Kane. Thank you. 

Basically, we have involved here a matter that is solely a policy 
question as to whether Congress, in its wisdom, should decide to pass 
this proposed legislation. 

I have a prepared statement of two pages, Mr. Congressman, but 
most of the facts have been so well covered that it would be repetitious 
to go through it again. 

he Comptroller General rendered two reports to you, at your 
request, and recommended that the bills not be passed. 

Now, the reason was this: The first reason was that no action be 
taken until the report of the Commission on Intergovernmental Rela- 
tions is submitted and available for study. 

Since our report was furnished, the Commission’s report has been 
made available and is available to the committee. One of the recom- 
mendations of the Commission is that the National Government inau- 
gurate a broad system of payment in lieu of payments of property 
taxes to State and local governments. The most important class of 
property on which such payments should be made is commercial or 
industrial properties. Special assessment payment and transitional 
payment in lieu of taxes should be made in certain cases. 

Now, insofar as the Comptroller General is concerned, you do have 
the recommendation of the Commission before you, so that the basis 
of our recommendation of not taking action on the bill has been 
satisfied. 

The second point that the Comptroller General made was that the 
bills in themselves will create inequitable situations. The date, for 
instance, providing at what time the property should be transferred, 
as being eligible under the bills, creates inequity. As we understand 
it, there have been certain properties which probably should be con- 
sidered along with the other ones after that date. Both should be 
considered on the same basis. 

Now, that was the second reason for the Comptroller General’s 
suggestion that the bill not be passed in its present form. 

Mr. Meaper. Might I ask a question at that point ? 

The CHarrman. Yes, sir. 

Mr. Meaper. I don’t think this is in our record, and I would like 
to have it. I believe it was a representative of the Air Force who 
told me the June 1, 1946, cutoff date would catch all their properties 
of this character. 

Mr. Kane. I can’t answer that, Mr. Meader, because I don’t know; 
but what I heard yesterday was that there has not been a final deter- 
mination of all the properties that would be affected under either bill. 

Mr. Meaper. The June 22, 1948, date, I think, would leave out prop- 
erties that were cloaked with this immunity between June 1946, and 
June 1948, the 2-year period, roughly, but the June 1, 1946, date, so 
far as I know, and from the information given me by the Air Force 
representative yesterday, would probably catch all or most of the 
properties declared excess. 

Mr. Van Creve. May I interrupt a moment? That would have to 
be true of the Air Force properties, because the Air Force wasn’t 
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created until 1947, so any properties they got couldn’t have been had 
until after that. However, the Army and Navy could have gotten 
properties prior to January 21, 1946. 

Mr. Meraper. Do you know if there are any of this character ? 

Mr. Van Creve. I don’t, I don’t know, but I will check. 

The CuHarrman. Will you check and notify us? 

Mr. Van Creve. Yes. 

Mr. Youncer. Without any date, just say, “any property trans- 
ferred from Reconstruction Finance Corporation,” and that would 
take care of it. 

Mr. Meaper. You go back too far, then. 

Mr. Kane. That is the point. There may be inequities here. 

The Cuarrman. Then the inequities would be based upon a date; 
is that correct? A date that you speak of ? 

Mr. Kane. I think so, Mr. Chairman. 

The Cuamrman. Then if we can determine on a proper date, there 
ought not to be any inequities. 

Mr. Kane. It is a question of getting the facts. 

The CHatrmMan. From what source would we get those facts? 

— Kane. I would think the GSA would be the proper place to 
get that. 

Mr. Peyton. We have made a review, Mr. Dawson, of our records, 
and we find that there would be no additions beyond the date men- 
tioned in Mr. Meader’s bill. 

The CuHarrMan. 1946? 

Mr. Perron. That is right. 

Mr. Kane. Insofar as the technical point is concerned, that removes 
the objection that the Comptroller General had in passing the bills in 
the forms which they were submitted to us for report. I want to make 
it crystal clear that the Comptroller General feels that this is a policy 
matter and it would not be proper for us to make a recommendation 
one way or the other on the merits of the proposition. 

The Cuarrman. Then you have no objection except with respect to 
the form ? 

Mr. Kane. That is right, and also to bring to the attention of the 
committee that there would be inequities, and that you do have a big 
problem here with respect to the properties not covered. 

The Cuarrman. In view of the light of your experience and the 
experience of your staff down there, General Accounting Office won’t 
object to giving us off-the-record opinions on matters of policy, would 
they? [Laughter. |] 

Mr. Kane. Well, we will give an opinion on anything off the record. 
[ Laughter. | 

The Cuarrman. We have great respect for the reputation estab- 
lished by the GAO, and we have come to rely on it. We want you to 
know we do appreciate it and have cooperated in every way. We try 
to get the cooperation of every other department with you, because 
we have confidence in the great work done by you in the GAO. 

Mr. Youncer. On that point, if I may interrupt, the recommenda- 
tion of this Commission on Intergovernmental Relations is, they 
recommend that the cutoff dates should be on properties acquired by 
the Federal Government before September 8, 1939, unless the Con- 

gress has specifically authorized the payment of property taxes or 
payment in lieu of taxes on account of such properties. Then the 
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cutoff date of September 8, 1939, is recommended, because it is the 
date of the commencement of the national emergency. 

The Carman. Well, we would still be right. We would still be 
right to date this particular bill from that date, because it refers to 
a date that exists, the 1946 date. 

Mr. Youncer. If there was any question, this date would certainly 
be a catchall that would include everything. 

The Cuairman. Well, I think there are some fields where study 
is needed. 

Mr. Youncer. The Reconstruction Finance Corporation properties 
only. 

Mr. Prncus. In order to make the record complete, I think the 
committee ought to be aware that is the recommendation of the Study 
Committee to the Kestnbaum C ommission, and it applies to all prop- 
erties for which they thought payments in lieu might be made. When 
Mr. Folsom, who is a member of that Commission, dissented and 
suggested 1950, the Commission considered the problem and made 
its report, and that is in a separate volume, the excerpt of which is 
in the comparative print. 

The Commission said there were two knotty problems involved. 
They call particular attention to these two problems, and one of them 
was the cutoff date. 

They left it up to the discretion of the Congress to choose between 
the two dates as to which is the appropriate date. 

Mr. Meaper. Just so the record is even clearer, let me point out 
that they are talking about acquisitions of property, not transfer, 
which is referred to in H. R. 6182. 

The Cuatrman. I would like to call the attention of the various 
Government agencies to the efficiency of our legal staff, and also to 
suggest that if. you haven’t already done so, I would like a criticism, 
if you care to make it, of this analysis that has been made by our 
staff in handling the matters. I take this occasion to let you know 
that. 

Mr. Meaper. I complimented the staff in my opening statement, I 
think, and this is an excellent job of getting legislation before us in a 
comparative fashion. 

The Cuarrman. That has been the custom of the staff. I think it 
brings to a nutshell all of the facts involved in the different bills. I 
thought they did a very, very good job, and I wanted to call your 
attention to the work that was done. 

Mr. Kane. Mr. Chairman, from my experience with the staff this 
year, I know, without having to look at the document, that I can say 
without reservation it is probably a very fine piece of work. 

I would like to have one for our files. 

The Cuatrman. Certainly. I would also like to call to the atten- 
tion of the General Services Administration that GSA is a creature 
of this committee. It had its birth and inception here, Public Law 
152, which was sponsored by and carried through by this committee. 
It was set up as a house-cleaning agency, which we felt could bring 
great savings to this Nation. They have justified the vision that this 
committee had in the handling of surplus property. They have per- 
mitted, however, the Defense E etchljabenens to encroach upon the au- 
thority granted you by this committee, and do things that they ought 
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not to do in circumvention of the law creating GSA. I think you 
ought to get busy and take over the prerogatives of your field. This 
committee stands ready to do all we can when the appropriations 
come, to bring you sufficient funds to carry out the job that was as- 


signed for you to do. 
Of course, GAQ, we also stand back of you, and I think we should 


go before the Congress and ask them to give the funds necessary to 
carry out some of the things that Congress itself has directed you to 
do but has not given you the funds to do it. So you have great ex- 


ponents in thiscommittee. __ 
Mr. Kane. I would like to insert for the record my two-page state- 


ment. 
The CHatrman. Very well. 
(The statement referred to follows:) 


STATEMENT OF OWEN A. KANE, LEGISLATIVE ATTORNEY, OFFICE OF THE COMPTROLLER 
GENERAL 


Mr. Chairman and members of the committee, we are pleased to be here to dis- 
cuss the bills H. R. 1781 and H. R. 6182. 

The purpose of this legislation is stated to be to provide temporary relief for 
local taxing authorities by authorizing taxpayments on certain property of Gov- 
ernment corporations turned over to other Government agencies on which taxes 
had been paid and are now precluded by the terms of the decision rendered by 
the United States Court of Claims in July 1952, in the case of Sedgwick County v. 
United States. 

H. R. 1781 provides that real property transferred from a Government corpora- 
tion to any other agency of the Government on or after June 22, 1948, shall re- 
main subject to taxation during all periods when such property is leased for 
commercial purposes. It also provides that, if after such transfer it is not 
leased for commercial purposes, the Government shall make payments in lieu of 
taxes with authority for making deductions to be made in the event certain bene- 
fits are derived by the local taxing authority. 

The other bill, H. R. 6182, would authorize payments in lieu of taxes on real 
property transferred on or after January 1, 1946, by RFC to any Government 
department or agency. 

Authority for making payments of taxes would be limited to the period be- 
ginning January 1, to December 31, 1955, under both bills. 

At the request of the chairman, the Comptroller General, Joseph Campbell, fur- 
nished a report dated March 23 on H. R. 1781, and one dated June 10 on H. R. 
6182. In these reports the Comptroller General stated that whether tax payments 
should be made on these properties is primarily a matter of policy for considera- 
tion of the Congress. However, we pointed out that enactment of either bill 
would establish an inequitable standard regarding the payment of taxes on Gov- 
ernment property. Inequitable, in that taxes would be paid on property acquired 
by corporate entity of the Government, but not on property acquired by noncorpo- 
rate agencies, although the effect on the local tax body in not receiving payments 
in either case would be similar. 

We also mentioned that Congress had provided for the creation of a Commission 
on Intragovernmental Relations for the purpose of studying the proper role of 
Federal Government in relation to the States and their political subdivisions, 
including the problems of taxation of the type treated in these bills. The Com- 
mission’s report is being printed. Accordingly, we recommended that favorable 
consideration not be given to the bills in the belief that the tax problem should be 
dealt with on an overall rather than a special segment basis. 

Certain other objections were raised in our reports, but they are ancillary to 
the basic proposal the committee has to consider in taking action on the bills. For 
instance, with respect to H. R. 1781 there is no apparent reason why taxes should 
be payable as to realty owned by one of the involved Government corporations on 
or after June 22, 1948, and later transferred to another agency of the Government, 
while no taxes would be paid on property similarly owned and transferred prior 

to that date. H. R. 1781 is limited to transferred RFC property and the question 
arises why other corporate properties should not be included. 
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The Cuarrman. Counsel just called my attention to the fact that 
other Congressmen have submitted statements, and I am asking leave 
now to insert those, along with other material received by the com- 
mittee. 

(The material referred to follows :) 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., July 6, 1955. 
Hon. WILLIAM L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

DEAR Mr. CHAIRMAN: Noting that your committee is to hold hearings July 13 
on the Derounian bill, H. R. 1781, and the Meader bill, H. R. 6182, providing for 
payments in lieu of taxes with respect to real property transferred from Govern- 
ment corporations to other agencies of the Federal Government, I would like to 
express my interest in this legislation and the hope that your committee will take 
favorable action on it. 

I enclose herewith copy of letter of June 26, 1953, from C. B. Meiser, clerk of 
Lebanon County, Pa. ; copy of letter of June 29, 1953, from Walter C. Graeff, solici- 
tor, city of Lebanon, Pa. ; and copy of letter of March 28, 1955, from A. H. Ehrgood, 
Jr., present solicitor, city of Lebanon—all having to do with tax losses to the city 
and county of Lebanon on Government property which is not used by the Govern- 
ment but which is leased to private industry and individuals. 

I hope that the information contained in these enclosures may be helpful to your 
committee in its consideration of the legislation mentioned above. 

Sincerely yours, 
WALTER M. MUMMA, 
Member of Congress. 


EHRGooD & EHRGOOD, 
Lebanon, Pa., March 28, 1955. 
Hon. WALTER M. MUMMA, 
House of Representatives, 
Washington, D.C. 

DEAR WALTER: I am writing this letter in my capacity as solicitor for the 
city of Lebanon. 

At a regular meeting of Council of the City of Lebanon on February 28, 1955, 
a resolution was unanimously adopted whereby the city of Lebanon went on 
record as requesting that Congress, by appropriate action, provide for payment 
of taxes or payments in lieu of taxes with respect to real property transferred 
from Government corporations to other agencies of Federal Government. 

The city of Lebanon is faced with a serious problem with respect to a large 
industrial plant owned by the Federal Government and leased by a govern- 
mental agency to the Kewanee-Ross Corp. At the 83d Congress Senator Prescott 
Bush of Connecticut was cosponsor of Senate Bill No. 2473 to remedy this 
situation. I believe that a similar bill was introduced in the House. The city 
has been informed that Senator Bush will again sponsor a similar bill and 
that, likewise, a bill will be introduced in the House. 

The city of Lebanon will appreciate your interest and influence in support 
of this bill. 

Very truly yours, 
A. H. Enrcoop, Jr. 


LEBANON, Pa., June 29, 1953. 
Representative WALTER MUMMA, 
Member of House of Representatives, 
Washington, D.C. 

Honorable Representative MUMMA: Enclosed please find a certified copy of 
resolution adopted by Council of the City of Lebanon, Pa. 

Some number of weeks ago, Charles Schott, member of the Council of the 
City of Lebanon, director of accounts and finance, wrote to you concerning a 
manufacturing plant, presently owned by United States Navy, Bureau of Yards 
and Docks, and leased to Kewanee Boiler Co., under a private rental arrange- 
ment. 

65681—55——_10 
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The property, at the present time, is not devoted to public use, nor is 
Kewanee Boiler Co. engaged in building Government projects, but, at the pres- 
ent time, is engaged in the manufacture of domestic and commercial boilers, for 
private sale. 

The building in question was erected during World War II, and was owned 
by an agency of the Federal Government, and was leased to Bethlehem Steel 
Corp., and during this period of ownership and lease, it was the subject 
matter of taxation to the various taxing districts. It was assessed at $250,000, 


and presently would be subject to the following taxes : wat 

ills 
Cite oR Te > 6 ois Rec ainsiceeice ene bbe aabaddets 13 
School district of the city 66 DieURMR nbc kdi eek tree dn dine 2% 
County aol GASH Geetha nkidd chant dich snbdanitieeddctbitiecons 4, 


or a total of 40% mills, or, in round figures, tax in the vicinity of $10,000 a year 
would find its way into the hands of the various taxing authorities. 

We have investigated, and find the same condition to exist in many com- 
munities. All of the districts involved, feel that this is a manifestly unjust sit- 
uation, since, in most instances, the United States Government is receiving a 
revenue from the properties in question, which revenue, would be more than 
sufficient to pay the rental involved. 

It has been suggested that we ask our Representatives to bring this matter to 
the attention of the proper authorities, and that Congress rectify the error, by 
removing such property, so held, from the Federal tax immunity laws. 

On behalf of my client, the city of Lebanon, I am enclosing herewith a certified 
copy of the resolution adoped by the council. 

Will you kindly acknowledge receipt of this letter, with the enclosure. 


Yours truly, 
W. C. GRAEFF, 


Solicitor, City of Lebanon, Pa. 


LEBANON COUNTY, 
Lebanon, Pa., June 26, 1958. 
Re Kewanee-Ross Corp. 
Hon. WALTER M, MumMMa, 
House Office Building, Washington, D. C. 

Dear Sirk: I am sure you have been approached on this subject before by the 
city of Lebanon, however the Commissioners of Lebanon County want to join 
with them in requesting that present legislation be amended so that real estate 
owned by the United States Government and leased or rented to private indi- 
viduals or corporations and used for private profit, should be subject to local 
taxation. 

Presently we have two situations in the city of Lebanon: 

1. The Kewanee-Ross Corp., formerly the Bethlehem Lebanon Forge Co. This 
building is owned by the United States Navy and leased to Kewanee Ross for 
the manufacture of domestic heating boilers. Under the present law no real 
estate tax can be collected from the lessee or the lessor, although the tenant is 
a private industry competing with others of the same type who pay taxes. This 
corporation is willing to purchase the building if it were released for sale, and 
if this could be accomplished the situation would automatically be cleared. 

2. The United States Post Office Department, a few years ago purchased 
several homes adjacent to the present Post Office, which were to be razed for the 
erection of a new Post Office building. The project has not been carried out, 
so these homes were converted into apartments and rented in competition with 
tax paying landlords. 

Such competition is unfair to industries and individuals who, through their 
taxes maintain local governmental agencies, and your early consideration to 


bring about a change will be greatly appreciated. 
Very truly yours, 
C. B. Metser, Clerk, 








He 


cor 
abl 
ord 











FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 14] 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., July 11, 1955. 
Hon. Wiit1aAmM L. Dawson, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C. 

Dear Mr. Dawson: I understand that hearings will begin on Wednesday, 
July 13, 1955, on H. R. 6182. 

The enclosed statement is submitted in support of H. R. 6182. I will greatly 
appreciate your consideration of my statement and inclusion in the record of 
the hearings. 

Sincerely yours, 
JAMES T’. PATTERSON, M. C. 


STATEMENT OF Hon. JAMES T. PATTERSON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CONNECTICUT 


PROVIDING PAYMENTS TO THE TOWN OF CANAAN, CONN,, IN LIEU OF TAXES ON THE MAG- 
NESIUM PLANT OF THE UNITED STATES LEASED TO THE NEW ENGLAND LIME CO. 


The passage of this bill would result in the town of North Canaan, Conn., and 
60 other communities in the country receiving temporary payments in lieu of 
taxes on properties removed from local tax rolls when they were transferred 
by Reconstruction Finance Corporation and its subsidiaries to other Government 
departments. 

Before 1948 title to the $6 million magnesium plant at North Canaan, Conn., 
was vested in the Reconstruction Finance Corporation and provided that com- 
munity with an annual tax revenue of $14,340. 

This plant became immune from local taxation in 1948 when its operation 
was undertaken by New England Lime Co. for the account of the Government. 
Since then it has contributed nothing to city or county or to its school district for 
local services. 

Abruptly, and without warning, the town of North Canaan, Conn., was deprived 
of a considerable part of the revenue they had budgeted for services they have 
continued to provide. 

I consider it simple justice that this community, and each of the other com- 
munities, should be reimbursed each year by the United States Government in 
an amount equal to the taxes they are now losing as a result of the removal of 
this plant from their tax rolls. 

The cost of such action would be relatively small in the overall cost of opera- 
tion of the Government, but the receipt of this sum each year would be a great 
boon to a town the size of Canaan. 

Therefore, I urge the committee's favorable consideration of this bill 
shall support such a measure upon the floor of the House. 


and I 


’ 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., July 13, 1955. 
Hon. WILLIAM L. DAWSON, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C. 

My Dear CoLLeAGue: It is my understanding that on July 13, 1955, your 
committee will commence hearings concerning the bill introduced by the Honor- 
able George Meader, H. R. 6182. I should appreciate your including in the reec- 
ord of the hearings this statement in support of this legislation. 

There is located within the district which I serve a property known as ft 
Chicago Ordnance Plant at Normandy and Fullerton Avenues, Chicago, II. 
This plant has, for some years, been leased to the Western Electric Co., and until 
recently items were produced there solely in fulfillment of defense contracts. 

However, in May of this year, pursuant to a new contract between the De- 
partment of Defense and Western Electric Co., all defense production ceased in 
this plant. The company now has a 5-year lease on the plant, which will be used 
solely for civilian production. They have also an option on a lease for a second 
5-year period. 


he 
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The local taxes paid on this property prior to the date when it was declared 
immune were $57,600. The city government is being deprived of this revenue on 
property which now serves no public purpose. This inequity can only be recti- 
fied by the approval of legislation similar to that sponsored by Congressman 
Meader. I hope that your committee will act favorably on H. R. 6182. 


With kindest regards, 


Sincerely yours, . wt 
ICHARD W. HOFFMAN, 
Member of Congress. 





CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., July 14, 1955. 
Hon. WILLIAM L. DAWSON, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D.C. 

DeaR Mr. CHAIRMAN: I would like to go on record as favoring H. R. 6182, a 
bill to amend the Federal Property and Administrative Services Act of 1949 to 
make temporary provision for making payments in lieu of taxes with respect to 
certain real property transferred by the Reconstruction Finance Corporation and 
its subsidiaries to other Government departments. 

My particular interest in this proposal is due to the fact that I have in my 
congressional district Air Force plant No. 29 (General Electric), West Lynn, 
Mass. It is my understanding that in 1946 at the time the RFC owned this 
property taxes paid to the city of Lynn, Mass., amounted to $10,423, but since 
conveyance by the RFC to the Air Force, and its subsequent use by the Gen- 
eral Electric, that no taxes have been paid to the municipality. 

[It is my firm conviction that the Federal Government should not take away tax 
revenue from municipalities, such as Lynn, Mass,., in this case. 


Sincerely yours, 
THOMAS J. LANE. 


Crry OF ADRIAN, MICH., 
July 16, 1955. 


CHRISTINE RAy DAVIs, 
Staff Director, House Committee on Government Operations, 


New House Office Building, Washington, D. C. 

Dear Mrs. Davis: I most sincerely appreciate your consideration in submitting 
the transcript, returned herewith, of statement before the Committee on Govern- 
ment Operations on July 13, for typographical and grammatical corrections. 
Comment is made regarding the copy on your attached memo. 

There was also filed a prepared statement for the city of Adrian. A duplicate 
copy is attached. Although it is repetitious regarding some facts this prepared 
statement contains certain material favorable to the subject not given in the oral 
statement. 

I’m wondering if, in the printing of the report of this hearing, the prepared 
statement may precede the oral statement, along this line: 

“Mr. Chairman, I should like permission to file this statement for the record. 
To save time I shall not read it but will take some excerpts out to deal with 
particular situations commented upon in earlier statements, during this hearing, 
” 


to your committee. 
If this is done I believe it will contribute materially to a better understanding 


of Adrian’s position. 
Thank you again, I shall be everlastingly grateful for your assistance in this 


matter. 
Sincerely, 
CLAUDE FE. PorRTeErR. 


STATEMENT OF CLAUDE E. Porter, MAyor, City oF ADRIAN, MICH. 


The city of Adrian is a community of approximately 18,400 people. The 
municipality has been seriously affected adversely by refusal of the Government 
to continue a long established custom of tax payments on a large parcel of real 
property transferred from the Reconstruction Finance Corporation to the United 


States of America. 
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An industrial plant was built on this plot in 1942 and 1943 at a reported cost 
of $25 million. Presently the plant, the largest in this area, is leased to the 
Bridgeport Brass Co., of Bridgeport, Conn., and is known as the aluminum 
division of that company. 

Each year the city received taxes on this property until 1952. An assessed 
value of $2,633,000 was used each year to determine the fair share of municipal 
services and expense this plant should pay. 

By letter from the Detroit Air Regional Office Central Air Procurement Dis- 
trict, dated January 30, 1953 (copy attached exhibit A) the city was advised 
1952 taxes would not be paid. Tax payments have never been resumed. The 
letter was written 7 months after the beginning of the city fiscal year July 1, 
1952 (and mailing of tax statements). Anticipated receipts based on the past 
record of payments were budgeted and by January 30, 1953, largely encumbered 
by firm commitments. 

-ayments of taxes had been made regularly and without question by an agency 
of the Government for 10 years. The reversal of the long established policy 
caused a loss to the city in 1952 amounting to $87,959, about 9 percent of city 
tax receipts, more than $5 per capita. The total loss to date has been $271,514. 
It is a staggering sum for a community the size of Adrian. 

In addition to all customary municipal services extended directly to the plant 
and made necessary to the nearby area the large labor force with their families 
attracted to this community by the plant, created major problems, which indi- 
rectly added to the burdens in every area of the city. An early announcement 
by company officials ‘that about 100 new workers will be added each month until 
the force numbers 1,200 to 1,500” caused an influx of workers and increased 
population expense. Recent growth reports, based on the 1950 national census, is 
29 percent ; far above the average Michigan community. 

School attendance and expense both capital and operating have increased 
sharply. Two new elementary schools and additions to existing structures cost- 
ing in excess of $1 million, have had to be built. Land for a new $2 million 
senior high school is being purchased. 

Sewage disposal demands became so great the State took action and succeeded 
in securing a court order requiring the building of an addition to the city sew- 
age disposal plant and trunk sewer lines that cost in excess of $1 million. 

Demands for water required the building of a $580,000 addition to the city 
water plant. To better serve the subject industrial plant and the industrial 
area, a $50,000 12-inch cast-iron water main was installed after insistent insur- 
ance underwriters demands. 

There is a serious shortage of land within the city of Adrian for industrial 
development. Three annexation elections since September of 1953 have car- 
ried within the city but failed in the township and therefore lost completely. 
Were the subject plant not located upon the approximately 75 acres it occupies— 
there is little doubt—it would be occupied by a taxpaying industry. 

The location of this plant in Adrian placed heavy demands upon our com- 
munity. However, the United States Government is not asked to pay any pre- 
mium because its plant is located in Adrian, but only that it pay in like proportion 
to other property owners located here. That Adrian people be relieved of the 
penalty they now pay because the plant is here. 

The city of Adrian in the best of good faith, has geared its ability to furnish 
services in accord with accelerated demands at considerable expense annually 
and by long term bonded obligations. Certainly the United States Government 
does not desire to enjoy these advantages without paying its fair share. 

The injustice of the new policy is obvious. The Government dictatorially 
demands all of the benefits the community has to offer. It elects to assume no 
responsibility. Surely the Government does not intend to give itself a com- 
petitive advantage over a private industry or landlord. 

For defense purposes this plant might turn out products for the benefit of 
all people, surely—but not every community has a Government plant. A com- 
paratively few communities are required to shoulder the taxload that should 
be assumed by all the people. 

The Government for more than 10 years recognized in this case a certain 
moral obligation to pay existing tax rates because the plant, while Government- 
owned, is engaged in manufacturing and general business, and is in competition 
with privately owned plants of similar nature. Private enterprise paying their 
full share of local taxes for the support of schools, police and fire protection, 
water and sewage systems, ete., produce the same products that come out of 
Government plants. 
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All other factors being equal, the Government plants, by escaping taxes, can 
undersell private industry. With enough plants the Government, by compelling 
hundreds of communities to shoulder all local tax responsibilities, could put 
private industry out of business. It presents a danger at the very roots of our 
free enterprise system. 

The present situation in Adrian is definitely a hardship case that surely needs 
immediate relief, and we urge favorable action on Congressman Meader’s bill 
H. R. 6182, 


Dretroir AiR REGIONAL OFFICE, 
CENTRAL ATR PROCUREMENT DISTRICT, 
Detroit, Mich., January 30, 1958. 
TREASURER, CITY OF ADRIAN, 
City Hall Building, Adrian, Mich. 
(Attention: Mrs. Hawkins. ) 

DreAR Mrs. HAWKINS: This will confirm information which you are believed 
to possess as the result of conversations with Maj. Rex Hall, contracting officer, 
or from Bohn Aluminum & Brass Corp. personnel, with respect to taxes assessed 
against the property listed as 1450 East Beecher Street, Adrian, Mich. 

You are notified hereby that information has been received from higher au- 
thority stating “that no State or local ad valorem taxes are properly assessable 
against the property and none should be paid.” 

The Bohn Aluminum & Brass Corp. has been notified with respect to the above. 

Very truly yours, 
J. E. WILLIAMS. 
Contracting Officer. 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., July 18, 1955. 
Hon. WittiaM L. DAwson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington 25, D.C. 

DEAR COLLEAGUE: May I express my interest in favorable consideration by 
your committee of Representative George Meader’s bill, H. R. 6182, on which 
hearings were held last week. 

This measure would correct inequities now borne by local governments who 
provide local service, but cannot tax Federal real estate for this service. Pay- 
ments in lieu of taxes to these local units would alleviate hardship. 

A case in point exists in my district, the Ninth of Michigan. The Continental 
aviation plant in Muskegon was acquired by the Reconstruction Finance Cor- 
poration in 1943. In 1946, the plant was declared surplus, and placed in custody 
of the War Assets Administration in 1948. The General Services Administration 
took title from the WAA in 19538. Local taxes on the property, which consisted of 
50 percent of the assessed valuation of the Orchard View School District, were 
paid up to 1952. In December 1952, the Continental Motors Corp. notified the 
school district that the 1952 taxes would not be paid, on the advice of the United 
States Comptroller General. The plant, now operated under a permit by the 
Army Ordnance, continues in the inventory of the General Services Administra- 
tion. 

Since 1953, Continental has paid the local taxes under protest, as required by 
Michigan Act 189, June 1953. The validity of this act is now under litigation 
and the problem has not been solved. 

It is essential that legislation on the Federal level, as proposed in H. R. 6182, 
be enacted. Congress should recognize the adverse effects on revenues of local 
governments where the Federal Government acquires real estate and removes 
it from the property tax base. 

Thank you for your attention to this letter. 

Sincerely yours, 


RutH THOMPSON. 
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STATEMENT OF HON. ELForp A. CEDERBERG, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MICHIGAN 


Mr. Chairman, I wish to record my support for H. R. 6182. 

I am convinced that the time is long overdue when we should get the Govern- 
ment out of the real estate business just as we are getting the Government out 
of a lot of other businesses in line with the recommendations of President 
Jisenhower. 

We have in this country a situation where an industrial building owned by 
a Government corporation is leased for manufacturing purposes and because it 
is owned by a Government corporation it escapes payment of local property 
taxes. Alongside it may be a privately owned plant in which the same product 
is manufactured and the private owner not only pays his taxes but his taxes 
also go to provide fire, police, sanitary, and other services for the nontaxed 
building occupied by the competitor. 

I hope your committee will give heed to the recommendations of President 
Eisenhower’s Commission on Intergovernmental Relations which proposes that 
the National Government inaugurate a broad system of payments in lieu of 
property taxes to State and local governments. 

I have in mind at the moment an industrial plant in my hometown on which 
the municipality is deprived of taxes because the property is held by a Gov- 
ernment corporation. Yet Bay City is required to furnish, free of charge, all of 
the same municipal services for which it assesses private property owners. 

I am in favor of this legislation to provide payments to units of government 
in lieu of taxes on industrial plants owned by the Federal Government. 


CHULA VisTA, CALIr., July 8, 1955. 
Hon. WILLIAM L. Dawson, 
Chairman of Committee on Government Operations, 
Washington, D. C.: 


Imperative to interests of city of Chula Vista that H. R. 6182 be adopted. 
EARL MANSEL, Mayor. 
GLEN WaAnkE, City Manager. 


SAN Diego, Cautr., July 8, 1955. 
Hon. WILLIAM L. Dawson, 
Chairman, Government Operations Committee, 
House Office Building, Washington, D. C.: 


Favorable consideration of H. R. 6182 providing for a continuation of tax- 
payments by GSA on properties formerly held by RFC, WAA, or DPC, is strongly 
recommended. Depletion of this country’s tax base through Federal acquisition 
of properties engaged in activities of nationwide concern is a serious problem 
in this county. In excess of 54 percent of this county’s area is off the tax rolls 
by reason of State and Federal ownership. It is estimated that San Diego 
County property taxpayers are carrying a burden more than 20 percent higher 
than they would be if taxes or payments in lieu of taxes were made on such 
properties. 

T. M. HEGGLAND, 
Chief Administrative Officer. 


Enpicort, N. Y., July 11, 1955. 
Hon. WiLi1AM L. DAwson, 
Chairman, House Government Operations Committee, 
House Office Building, Washington, D. C.: 
We reaffirm our resolution of a year ago, respectfully urging passage of bill 
to provide payment by the Federal Government to local taxing unit. 
Specifically, we urge that the Government-owned plant at Westover, N. Y., be 
restored to the tax rolls or that moneys be paid in lieu of taxes. Your coopera- 
tion and support of such legislation will be greatly appreciated. 
LEON F. SIMMONDS, 
Chairman, Governmental Affairs Committee, 
Greater Endicott Chamber of Commerce. 
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THE COUNTY OF BROOME, 
OFFICE OF THE COUNTY ATTORNEY, 
Binghamton, N. Y., July 11, 1958. 
Hon. WILLIAM L. DAwson, 
Government Operations Committee, 
House of Representatives, Washington, D. C. 
DEAR Mr. Dawson: Please find enclosed herewith resolution passed by the 
Broome County Board of Supervisors on the 5th day of January 1954. 
Hoping that some action will be taken by the Congress in reference to the 
General Electric plant located in the town of Union. 


Very truly yours, 
CHARLES P, O’BRIEN, County Attorney. 


RESOLUTION No. 8 


By Mr. Christian, who moves its adoption. Seconded by Mr. C. Wheeler 
RESOLUTION REQUESTING OUR REPRESENTATIVES IN CONGRESS TO SUPPORT BILL NO. 
8. 2473 


Whereas Senator Knowland has introduced into the Senate of the United 
States bill No. 8. 2473 which provides for payments to local governments adversely 
affected by the Federal use of certain properties in the production of defense 
material; and 

Whereas this bill would provide for the payment of certain taxes and assess- 
ments on properties of the Federal Government in this community used in the 
production of defense material particularly the town of Union in reference to 
the so-called General Electric plant located in said town: Now, therefore, be it 

Resolved, That our representatives in Congress are hereby requested to use 
their best efforts to accomplish the adoption of bill S. 2473 as a law; and be it 
further 

Resolwed, That a copy of this resolution be forwarded to Senators Irving M. 
Ives, Herbert H. Lehman, William F’. Knowland, Prescott S. Bush, Chas. E. Pot- 
ter, Homer Ferguson, Joseph R. McCarthy, and Representative Taber, and Repre- 
sentative Cole. 

Carried. 


CouNTY OF BROOME, 
State of New York, ss: 

I, the undersigned, clerk of the board of supervisors of the county of Broome, 
N. Y., do hereby certify that I have compared the attached copy of a reso- 
lution with the original resolution adopted on the 5th day of January, 1954, by a 
majority of the members elected to the board of supervisors of said county at 
a regular meeting of said board and said copy is a true copy of said resolution 
and of the whole thereof. 

I further certify that at the time said resolution was adopted said board 
was comprised of 29 members. 

In witness whereof, I have hereunto set my hand and affixed the corporate 
seal of said board this 11th day of July 1955. 
Howarp DaAvIs, 
Clerk, Board of Supervisors of the County of Broome. 


CITY OF BINGHAMTON, N. Y., 
LEGISLATIVE DEPARTMENT, 
OFFICE OF THE CiTy CLERK, 
July 11, 1955. 


Hon. WiLutAmM L. DAWSON, 
Chairman, House Government Operations Committee, 


House Office Building, Washington, D.C. 

DEAR CONGRESSMAN DawsoN: Enclosed is a certified copy of a resolution of 
the city of Binghamton adopted May 38, 1954, requesting favorable action on a 
bill to restore to the tax rolls of Broome County certain United States Govern- 
ment property in the town of Union, presently occupied by the General Electric 
Corp. 

At the time this resolution was adopted, we sent copies to the gentlemen listed 
at the end of the resolution. 
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I am informed that a copy would be useful to your committee; so at the 
instance of Mr. Harold B. Christian, 26 Main Street, Johnson City, and with 
the permission of Binghamton Council president, T. Frank Dow, the same is 
enclosed. 

Respectfully yours, 
WALTER V. IRVING, 
Deputy City Clerk. 


Introduced Resolution No. 10 Permanent No. 9 


In COUNCIL OF THE CITY OF BINGHAMTON 
By Councilmen Robinson and Kelley, May 3, 1954 


A RESOLUTION REQUESTING THE ENACTMENT OF LEGISLATION BY THE CONGRESS 
OF THE UNITED STATES 


Whereas the Honorable Senator William F. Knowland has introduced in the 
United States Senate bill No. 2473 which provides for payments by the Federal 
xovernment to States or local taxing units adversely affected by Federal acquis- 
tion, ownership, or use of defense-production facilities, to provide for the taxation 
of certain Federal properties and for other and similar purposes; and 

Whereas the United States Government owns property in the Hamlet of West- 
over, town of Union, Broome County, N. Y., which is presently occupied by the 
General Electric Corp. and which property has been removed from the tax rolls in 
Broome County, N. Y.; and 

Whereas the passage of the above-mentioned Senate bill 2473 will restore the 
above-mentioned property owned by the United States Government in the Ham- 
let of Westover to the tax rolls in Broome County: Now, therefore, be it 

Resolved, That the Council of the City of Binghamton, Broome County, N. Y., 
does hereby endorse the passage of the Senate bill 2473, and requests favorable 
action of the said bill by the United States Senate and the House of Represent- 
atives; and be it further 

Resolved, That certified copies of the resolution be forwarded to Hon. Senator 
William F. Knowland, Hon. Senator Herbert H. Lehman, Hon. Senator Irving M. 
Ives, and Hon. Congressman W. Sterling Cole. 


I hereby certify the above to be a true copy of a resolution adopted by the 
Council of the City of Binghamton at a meeting held May 3d, 1954. 
GEORGE R. BEERS, City Clerk. 


JOHNSON CiITy CHAMBER OF COMMERCE, 
Johnson City, N. Y., July 11, 1955. 
Representative WILLIAM L. DAWSON, 
Chairman, Government Operations Committee, 
House Office Building, Washington, D. C. 


DreaR Mr. Dawson: Last year the Johnson City Chamber of Commerce board 
of directors adopted a resolution in support of a plan to have Government-owner 
plants placed on local assessment roles subject to taxation or have the Govern- 
ment make payments in lieu of taxes. 

We are sending you this letter to reaffirm our original stand and to urge your 
support of it at the scheduled hearing on Wednesday, July 13. 

We base our support of this plan on the fact that the Government-owned Gen- 
eral Electric plant located in the town of Union, here, does avail itself of town 
services which are, of course, paid for by the other residents and resident plants. 

Thank you for your consideration of our request. 

Very truly yours, 
WILitIAM H. SLiKker, 
Secretary to the Board. 
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BINGHAMTON CHAMBER OF COMMERCE, 
Binghamton, N. Y., July 12, 1955. 


Hon. WILtIAM L. Dawson, 
Chairman, House Government Operations Committee, 


House Office Building, Washington, D.C. 

DEAR CONGRESSMAN Dawson: In June of last year the board of directors 
passed a resolution (copy attached) urging Congress to return to the tax rolls 
the defense facility located in the town of Union at Westover, N. Y., which is 
a neighbor of the city of Binghamton. 

We wish to again reaffirm our stand and urge your favorable consideration 
to this matter. 

Thank you for your past efforts. 


Sincerely, 
H. E. Orton, President. 
RESOLUTION 


Whereas real estate having a substantial value has been removed from local 
tax rolls throughout the country by reason of the fact that it is being devoted 
to defense production facilities ; and 

Whereas said tax exemption throws an unjustified burden of taxation upon 
other taxpayers including business and industry ; and 

Whereas defense production facilities in the town of Union have been removed 
from the local tax rolls to the prejudice of the other taxpayers of said town and 
both the Greater Endicott Chamber of Commerce and the Johnson City Chamber 
of Commerce have made representations to the Congress of the United States 
urging it to remove this inequity : Now, therefore, be it 

Resolved, That the Binghamton Chamber of Commerce hereby joins with the 
Greater Endicott Chamber of Commerce and the Johnson City Chamber of Com- 
merce in urging the Congress of the United States to pass suitable legislation 
to restore real estate which is presently being devoted to defense production 
facilities to local tax rolls. 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., July 21, 1955. 
Hon. WILttAM L. DAwson, 
Chairman, House Committee on Government Operations, 
House of Representatives, Washington, D.C. 

DEAR COLLEAGUE: I am enclosing herewith a copy of the letter which I have 
received from Mr. R. C. Reynolds, superintendent of schools, Jefferson local 
schools, Gahanna, Ohio, which are located in my district. 

I would like to request that Mr. Reynolds’ recommendations for changes in 
H. R. 6182 be given consideration by the Committee on Government Operations. 

Sincerely, 
JOHN M. Vorys. 

JEFFERSON LOCAL SCHOOLS, 
Gahanna, Ohio, July 18, 1955. 


Hon. JoHN M. Vorys, 
House of Representatives, 
Washington, D.C. 

Dear Sir: I favor H. R. 6182 providing it will provide money to those school 
districts where the federally owned properties exist or have existed. 

Effective January 1, 1954, that area which includes North American Aviation, 
Ine. was annexed to the city of Columbus and is no longer in the Jefferson local 
school district. The bill should allow money to be paid to our school district 
prior to this transfer, as well as permit payments to Columbus after January 
1, 1954. 

Line 14, page 2 of the bill should read: “and existing local taxing authorities” ; 
also lines 16 and 19 should read: “existing local taxing authorities”, instead of 


“and local taxing authorities”. 
On page 3, line 13, “or existed during the said period” should be added after 


the word “located”. 
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We have not received any money for payment in lieu of taxes from North 
American nor Curtis-Wright. I believe it to be a good bill and hope if it passes 
we would be able to benefit from the years 1950 to 1954. 

Yours truly, 
THE JEFFERSON LOCAL BOARD OF EDUCATION, 
R. C. REYNOLDS, Superintendent of Schools. 


FURTHER STATEMENT OF OWEN A. KANE, LEGISLATIVE 
ATTORNEY, OFFICE OF THE COMPTROLLER GENERAL 


Mr. Kane. I have one other point, if I may, Mr. Chairman. 

There was some discussion yesterday with respect to the payments 
in lieu of taxes by the Public Housing Administration. I would like 
to call to your attention our audit report for the fiscal year 1953, on 
that agency. We made a special study of their activities, methods, of 
“abi of payments in lieu of taxes. In 1950, the operating officials 

ecame aware of the probability that PHA had been making excessive 
payments in lieu of taxes due to insufficient deductions for public 
service expenditures, and PHA has continued to process payments in 
lieu of taxes without effectively strengthening the existing control. 

In addition, payments in lieu of taxes were not always completely 
supported, and many of the files did not contain sufficient information 
as to the extent of work done by the PHA tax analysis. The tax 
analysts are responsible for recommending the approval or dis- 
approval of payments in lieu of taxes, and provide PHA with the 
sole technical means of assuring the propriety of such expenditures. 

On one project, PHA made a deduction for street and road main- 
tenance expenses from payments in lieu of taxes for the first time in 
the fiscal year 1953. Apparently, deductions in equal or lesser 
amounts could have been made from payments in lieu of taxes on this 
project in prior years. 

The point I am trying to bring out is, that if payments in lieu of 
taxes are made, in which the administrator of the agency is author- 
ized to make deductions, it is incumbent on the agency to give careful 
attention to the assessments made by the local bodies. 

The Cuairman, That provision is in the law creating the PHA. 

Mr. Kane. Yes. Now, payments in lieu of taxes is a very compli- 

sated question in the Government. We sent to you a report 2 months 
ago, with respect to the Wherry Housing projects in Maryland. We 
found that notwithstanding the provisions in the Military Lease Act 
of 1947, under which they are operated, the lease provisions provided 
for tax payments to be made by the sponsor, but when the court deter- 
mined hay could not be taxed, there were no provisions in the contract 
for that money to be paid to the Government. In other words, it was 
a windfall. 

The Cuatrman. That isin your report sent to us? 

Mr. Kane. Yes. 

The Cuatrman. How long ago? 

Mr. Kane. That was a report prepared at the specific request of 
Senator Byrd, who asked that it be given wide distribution. We sent 
it to the various committees of Congress. I think action has been 
taken with respect to it by the Senate Armed Services Committee. 

The Cuatrman. If it hasn’t been, we will look into the mat‘er. I 
think it might be helpful, if this committee were going further into 








150 FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 


this overall problem, to take a look at that, because it is a complicated 
one and needs some attention. 

Did you have anything further ? 

Mr. Kane. Yes; one point. What I am trying to bring out is that 
while this is an overall problem, the Government has in the last few 
years opened up the gate for payment in lieu of taxes; but it has pro- 
vided various bases, and there certainly is a need to have it brought 
together on some uniform plan. 

Now, personally, I think it might be desirable, with respect to the 
legislation you have before you, to look at it from an overall stand- 
point for a little while, before passing the RFC bill, because by doing 
this, you are opening up the door 

The Cuatrman. This door has already been opened. 

Mr. Kane. It certainly has. 

The CuatrMan. I mean, as far as these properties are concerned. 

Mr. Kane. But we are also discussing other bills, which are a little 
broader than Reconstruction Finance Corporation bill. 

The Cuatrman. Yes, [ see. 

Are there any other questions ? 

(No response.) 

The CuarrMan. I want to apologize, Mr. Kane, and tell you how 
deeply I am appreciative of your patience. You have stayed through- 
out the meeting, and we purposely held you for last, because we 
wanted your opinion in the end. I feel we were justified in doing 
that, after I listened to you 

Mr. Meaper. I appreciate the manner in which the chairman has 
conducted the hearing, and the fact we took up this legislation for 
consideration and gave everyone a full opportunity for all concerned 
to sit in and state their opinions. 

Mr. Youncer. I join with my colleague. 

Mr. Kane. Thank you very much. 

The CuHatrman. If there are no further witnesses to testify, the 
hearing will be closed. 

(Whereupon, at 2:05 p. m., Thursday, July 14, 1955, the hearing 
was concluded. ) 
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